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PM USA R&D 1991 Achievements 


The 1991 achievements for PM USA R&D are listed below wganized by strategic goal 
These accomplishments are measured against commitments made in March, 1991, in a 
presentation at Innisbrook. Additional achievements covering projects not included in the 
original list of commitments follow. 

A. Strat^c Ctoal Number 1 • Support Operations* five year objectives in the areas of 
quality, cost/ productivity, capacity, and environmental compliance. 

1. Quality 

a. Complete development/commeicialization of Osiris pack inspection system - 
Testing of the prototype system at the Stockton Street factory was completed. 
The commercial system is scheduled to be installed at Stockum Street in 
January for qualification. 

b. Evaluate warming tunnels prior to casing cylinders - The Sagemuller steam 
tunnel was installed in the Semiworks and evaluatitm was completed. 
Internal testing indicated, however, that subjective parity could not be 
achieved with hurley treated through the warming tuimel versus the standard 
burley treatment The concept will be further evaluated within the context of 
the Improved Primary Program. 

c. Iititiate Adhesive Specification Program - This program has been initiated, 
and considerable progress has been made. A comprehensive status report 
summarizing the progress achieved in the second half of 1991 has been 
prepared and issued. 

d. Complete KABAT program with dealers - This project has still not been 
completed. Two driers are scheduled to be qualified the week of January 20 
at Monk. A date has not yet been set for qualification of a sectmd dryer at 
Austin. 

e. Develop offset printing specifications - Offset printing inks from one vendor, 
Hostmann-Steinberg, have essentially been qualified and are being used on an 
item-by-item basis. Other vendors are continuing to undergo qualification. 
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f. Qualify water based inks - This project has not been completed. The current 
status is that visits have been made to Sun Qiemical and Thiele-Engdahl to 
discuss potential partnering arrangements to develop water based inks. A 
response is expected from both in early January. 

g. Project FACT - This project was completed, and the Benedum Lounge is 
operating very successfully. 

2. Capacity 

a. Complete process design for batch NET process - The process design has been 
completed^ and subjective parity for batch NET with DIET was achieved on 
POL. 

b. CcHnplete process and product development for cast leaf (CL) - The pilot plant 
has been installed and is operational. The binder and feedstock have been 
selected, and flavor systems are under evaluation for scale-up. Cigarettes 
have been produced in the Semiworks with 1(X)% pilot plant CL and blended 
filler (24% CL) and are under evaluation versus production RCB to identify 
pilot plant process conditions needed to achieve subjective parity. 

c. Qualify third party supplier for RL - Sheets woe made at Schweitzer, 
American, and LTR for evaluation. None of these sheets achieved subjective 
parity with PM RL. LTR was selected as the only candidate for further 
development Qualification trials have been completed at LIR with RLTC- 
type sheet produced from European feedstock using four different process 
technologies. The LTR sheet is being shipped to PM USA R&D for 
evaluation. 

d. Qualify Venezuelan RCB - This goal was eliminated in that it was detramined 
that insufficient excess RCB was available fiom Venezuela to make a 
significant impact on PM USA capacity requirements. 

e. Increase throughput at BL Plant - This project has not been completed. Trials 
are in progress in order to achieve subjective pari^ of sheet produced at 350 
fpm compared to the standard speed (330 fym). Subjective evaluation is 
continuing for Marlboro cigarettes made with three test RCB materials 
produced at 350 fpm with different drying profiles. 
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3. Cost/Productivity 


a. Eliminate two ET blends ■ BLDET was approved as a replacement fm* 
BBOET for Gulf Coast Country products. A decisim was made to diminate 
attempts to replace BBET in Mariboro Menthol since it was determined not to 
be economically viable. 

b. Implement single-wrap on Superslims - Completed. 

c. Qualify the eliminadon of black tow - Completed. 

d. BL dry flavor replacement - Both the factory trial and POL testing have been 
completed. Implementation is scheduled for the first quarter of 1992. 

e. Consolidation of carbon specifications - This project has not been completed 
and is now scheduled to be completed in the second quarter of 1993. 
Consolidation of two coconut carbon specifications to a single PM 
specification is scheduled to be completed in the second quarter of 1992. 

f. MS replacement - Completed. 

g. Bright casing consolidation - Completed. 

h. Cambridge blend change - Completed. 

i. Evaluate elimination of tropical filler - This project has not been completed, 
and is now planned to be completed in the third quarter of 1992. Cigarettes 
have been shipped to Singapore, and returned to R&D for evaluation. 
Qgarettes will be shipped to the Gulf Coast Countries in mid-January. 

4. Environmental Compliance 

a. E>evelop environmental testing capabilities - Completed. 

b. Complete nicotine disposal technology for liquid colunm absorber - This 
project has not been completed, however, considerable progress has been 
made. Both bench and pilot scale systems have been built, and evaluation of 
these systems is in progress. The bench scale system will be started up in 
January in a cold room to verify the system under extreme conditions. The 
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pilot system will also be started up to obtain design data for equipment scale- 
up. 


c. Reduce alcohol in burley top casing and evaluate casing rearrangements 
(Project Grain) - Work has been completed which demonstrates that 100% of 
the alcohol can be removed from burley top casing. A POL test with 52% 
total alcohol removal (BTC and AC) as well as 25% PG removal using 
humectant rearrangement is in the field. 

Strat^c Goal Number 2 - Support the growth of the domestic and international 
businesses short term. 

1. Domestic 

a. Marlboro Medium - The King Size product was launched in June. The 100 
mm product has been developed, and POL testing is in progress. 

b. Merit Ultima Line Extensions (2 mg 100, 1 mg KS) - Specifications and 
factory trials for this product have been completed. Launch is plarmed for 
Feb., 1992. 

c. Benson & Hedges KS Line Extensions (Full Flavor and Lights in Regular and 
Menthol) - Internal testing has been completed, and consumer testing is in 
progress on Full Flavor Menthol. An Ad-Pack test was assembled, but it was 
not evaluated. 

d. Parliament Lights Menthol - Specifications and initial factory trials for this 
product have been completed. The final factory trial is scheduled for the first 
quarter of 1992. 

e. Cambridge Line Extensions (Ultra Lights KS, 2 mg 1(X), 1 mg KS) - The Ultra 
Lights product development work was completed; however, the product was 
not launched. Both the 2 mg 1(X) and Img KS were launched in the second 
quarter of 1991. 

f. Irutiate the Virginia KS Line Extensions - Studies have been initiated to 
determine the optimum circumference for this product. 

g. Continue development of stabilized menthol family of products - Cigarettes 
containing three menthol-release compounds incorporated into Cast Leaf are 
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being evaluated to select best compound. Development of new encapsulation 
technology has been initiated. 

2. Export 

a. Japan 

(1) Laric 100 FTB - Completed. 

(2) PMSL 100 FTB - Completed. 

(3) Improve Mariboro Manufactured Under License - Filtm* spedficatitms 
have been adjusted to achieve target tar deliveries on Marlboro and 
Marlboro Lights. A collaborative study with JT is in progress. 

b. Korea - Pailiament Lights FTB - Completed. 

c. Taiwan 

(1) L&M MUds KS FTB - Completed. 

(2) L&M KS FTB - Completed. 

d. Hong Kong 

(1) Battistoni KS FTB - Completed. 

(2) PMSL KS FTB - Completed. 

(3) Mariboro Menthol • Completed. 

(4) Marlboro KS FTB - Conversion of MarltxHO LS FTB to the 83 mm FTB 
product has been completed. 

e. GCC - L&M Ultra Lights KS FTB - Completed. 
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C. Strate^c Goal Number 3 • Address ccmsumers* desires. 

1. Continue half-nic development program • The extraction and processing parametNs 
fra* a cigarette construction which will give optimum impact have been detomined 
for half-nic. Casing evaluations are in progress. 

2. Continue development of 70% reduced sidestream product with low odor - 
Optimization of magnesite papers has been completed, and cigarette development 
work is in progress. Scale-up of a second mag carbonate filin’ (crystalline 
magnesium carbonate) is in progress. Alternative fiavor-release candidates fn alpha- 
HCA are being prepared. 

D. Strategic Goal Number 5 • Develop technologies applicable to future products and 
processes. 


Continue program to improve ART family of products - All promising developments being 
incorporated into the half-nic product are also being evaluated on de-nic products. The 
Sensory Technology Program was initiated in order to carry out studies to develop new 
flavorants which will deliver impact in de-nic products. 
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Achievements Not Included In Original 1991 Objectives 


A. Strategic Goal Number 1 • Support Operations* five year objectives in the areas of 
quality, cost/ productivity, capacity, and environmental compliance. 

1. Quality 

a. Proctor and Schwartz Driers - Qualification completed at Stockton Street and 
the Manufacturing Center. 

b. Octagonal Burley Spray Cylinder - Evaluations completed. No further work 
on this project is planned. 

c. Evaporator at Park 500 - The qualification of a new low temperature 
evaporator has been completed. 

d. Semiworks Modifications • Evaluatitm of a modified small-scale primary has 
been completed. 

2. Capacity 

Continuous NET - A continuous NET pilot plant was installed and is now 

operational. 

3. Cost/Productivity 

a. New Primary Process - A New Primary Process Program was initiated with the 
objective of developing a flexible primary to improve productivity and reduce 
tobacco weight A plan is currently being developed to incorporate elements 
of this concept into the Cabarrus expansion. 

b. Export Cut Filler - Qualified at Stockton Street 

c. Direct Cylinder Conditioning - Primary/make-pack runs completed at 
Cabarrus, and initial consumer testing has been ctmipleted. Evaluation of 
vertical slicing method of operation is in progress. 

d. Liquid Licorice (Project Ship) • Evaluation of conversion ficom block to liquid 
licorice is in progress. 
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B. Strategic Goal Number 2 • Support the growth of the domestic and international 
businesses short term. 

1. Domestic 

a. Bristol Lowest - Regional launch completed. 

b. B&H Multifilter - Replacement of plastic component with CA segment has 
been implemented. 

c. 9 mg Superslims - Prototype development with both conventional and low 
sidestream papers is in progress. 

2. Export 

a. Japan 

(1) Lark - Qualification of SCCW carbon without additives is in progress. 

(2) Virginia Slims Lights - Specifications have been issued replacing MF2C 
carbon widi Pica RC 328, and the change has been implemoited. 

b. Singapore 

(1) Mariboro Menthol KS FTB - Completed. 

(2) Marlboro KS FTB - Conversion from Marlboro LS FTB to the 83 mm 
FTB has been completed. 

c. Thailand - Marlboro Regular and Menthol KS SP and Marlboro Lights KS SP 
were launched in the 3rd and 4th quarters. These are the first US products 
exported to Thailand. 

d. Iran - Six brands launched. 

e. PM Europe 

(1) PM Extra Lights KS - Product (1 mg KS) launched in Italy using PCC 
dual filters and 10-058A paper firom PM USA. 
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(2) BOLD KS - A 2 mg ISO tar product is in consumer testing. 


f. GCC - PM 100 Menthol • Completed. 

C. Strategic Goal Number 4 • Address External Requirements. 

Continue the Development of Banded Papers - Optimization of the moving orifice device 
for band application is in progress. The feasibility of rotogravure printing of colloidal 
cellulose bands has been demonstrated. 

D. Strategic Goal Number 5 • Develop technologies applicable to future products and 
processes. 

1. Project Beta 

a. Used 100 Motorola electronic modules to optimize energy, puff parameters, 
and subjective response for carbon heater modules. 

b. Completed initial chemistry studies and conducted some Ames testing on Beta 
TPM. 

c. Developed the circuits, and built a one-half size prototype device. 

d. Iiutiated design for cigarette size device. 

2. Tobacco Biochemistty - Carried out isolation and partial sequencing of PMT; cltmed 
genetic material based on partial sequencing information fiom PMT, and initiated 
development of transgenic tobacco plants. 


Source: https://www.industrydocuments.ucsf.edu/docs/qhklOOOO 


GSSezSTS^OS 




Source: https://www.industrydocuments.ucsf.edu/docs/qhklOOOO 



APPENDIX B 


Technology Assessment 


Source: https://www.industrydocuments.ucsf.edu/docs/qhklOOOO 


SS96^ST^0^ 



Technology Assessment 


A. Introduction 

A strong and continually improving technology base is an element which is essential 
for a business to remain competitive in today’s environment Technology grows at an ever 
increasing pace, and as we move continually closer to a global economy, technology can 
originate from any part of the worid. It is no longer sufficient to be aware only of 
technology devel<^)ed in the United States. It has been, and continues to be, a difficult 
assignment to manage technology at PM USA R&D. Considerable effort has been devoted to 
technology assessment andmanagement during the writing of the 1992-1996PMUS A R&D Strategic 
Plan, and the sections below summarize this work. The first section briefly summarizes an 
OTganizadonal framework for categorizing key technologies which is based (xi the "Report of 
the National Critical Technologies Panel," issued in March, 1991. The second section deals 
with information gathered at PM USA R&D relating to those areas in which new technology is 
most important in order to accomplish our mission and the successful establishment of a 
cross-functional technology assessment committee. The third section outlines new technology 
achievements at PM USA R&D in 1991, while the last section discusses the leveraging of the 
technology base of PM Companies through technical synergy. 

B. Organizatitm of Technology Classes and Definitions 

1. Introduction 

Key technologies to PM USA have been divided into six categories; namely, 
manufacturing, materials synthesis and processing, environmental, sensory, unique 
smoking articles, and information and communication technologies. Each of these 
technologies is briefly discussed below. Specific examples of emerging technologies 
and strong technologies at PM USA R&D are given frx each category. Emerging 
technologies are those not yet embodied in products, services, or processes, but with 
clear potential for application when fully developed. Strong technologies are those 
now widely used in products, services, or processes. 

2. Manufacturing Technologies 

Manufacturing technologies include the development, design, and integration of 
machines, computers, processes, and humans to cost effectively produce and manage the 
production of high quality cigarettes. 

a. Emerging Technologies 
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(1) Machine Intelligence - Computer controlled equijmient ctqmble of 
performing a wide range of manufacturing processes (machine inspection, 
testing, handling, packing) with the use of sensoiy feedback and 
suitable man-machine interfaces. 

(2) In Situ Process Control - The use of sensms (vision, 
temperature, posidon, etc.) and control systems coupled with expert 
systems to monitor and actively adjust the on-line manufacturing 
process. 

(3) Machine Reliability - The study of machine dynamics and 
performance for the development of diagnostic analytical methods, 
design modifications, and predictive maintenance programs for the 
improved efficiency of manufacturing machines and operations. 

(4) Computer Integrated Manufacturing (CIM) - This technolt^ 
integrates process, product, and manufacturing management information 
into a single interactive network that greatly reduces the number of 
transactions necessary to produce a product 

b. Strong Technologies 

(1) Vision/Optical Inspection - High speed imaging and analysis for 
real-time product inspection. 

(2) Machine Design - Design and development of tobacco-related 
machines involving cigarette manufacturing and primary processing. 

(3) Tobacco Processing - Equipment development for the prq>aration 
and conditioning of tobaccos for the highest quality and optimum 
utilization. 

(4) Quality Control - An aggregate of activities (design anal; 
and statistical sampling with inspection for defects) designed 
ensure optimum quality. 
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3. 


Materials Processing and Synthesis 


Materials processing and synthesis is the preparation, forming, and sluq)ing of 
raw materials into finished products through the development of new mate rials and 
novel techniques. 

a. Emerging Technologies 

(1) Adhesives • The development of adhesive specifications based on 
a thorough study of adhesive ingredients with the ultimate goal of 
designing new adhesives by relating adhesive performance to adhesive 
properties. 

(2) Filter Materials • Technologies that will allow f<x the 
development of products with increased impact at low tar levels and 
selective control of gas phase smoke. 

(3) Packaging Materials - Development of inot materials that will 
maintain or increase product shelf life with consideration fc»* 
environmental issues. 

(4) Catalysts - Development of low temperature catalysts for CO 
oxidation and catalysts which can be inccaporated into cigarette paper 
which can alter the chemistry of sidestream smoke. 

b. Strong Technologies 

(1) Tobacco Processing • Tobacco material development for improved 
mechanical properties for optimum utilization and improved subjectives. 

(2) Natural Binders - Improved binder systems for tobacco or sheet 
materials. 

(3) Papers - Development of proprietary papers with improved ash 
appearance, puff count control and sidestream reduction; development of 
rational paper specifications based on cigarette specifications. 

4. Environmental Technologies 
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Environmental technologies encompass all of the technologies required to 
eliminate, remediate, and process wastes for compliance with federal, state, and 
local regulations. 

a. Emerging Technologies 

(1) Emissions Reduction - Reduction in dm use of raw and/or 
finished matoials, and procedures that result in reduced emissions 
from the manufacturing process. Reduction of "pollution** at its 
source, most commonly the manufacturing process, and die implementation 
of improved manufacturing practices. 

(2) Fumigation Methodology - Development of techniques to determine 
application of agents for the protection of tobacco; mediods for the 
determination of crop protection residues on tobacco; methods for the 
measurement of fumigant levels in the atmosphere; and development of 
models to predict or verify the concentration levels for a given 
fumigation configuration plan. 

(3) Was te Management - Management and processing of pollutants that 
must be discarded or warehoused in a way to minimize dangers to the 
environment 

(4) Biodegradable Materials - Development of materials in both the 
product and packaging that will degrade more nqiidly in the environment 
than is the case for present materials. 

(3) Recyclable Packaging - Development of packaging materials that 
are based on single materials so that they can be recycled without the 
need to separate components. 

b. Strong Technologies 

(1) Water-Based Ravor Formulations - Development of water-based 
flavor systems to replace ethanol-based systems. 

(2) Entomology - Study of insects and their reaction to pesticides; 
bio-engineering techniques to control undesirable infestations. 
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(3) Microbiology • Minimization of biological activity in tobacco 
sheet products and waste water through physical separation, electrical 
component separation, and microbial transformation. 

5. Sensory Technology 

Sensory technology is the development of a fimdamental understanding of those 
physical, chemical, and biological system interactions that result in a subjective 
response to a product 

a. Emerging Technologies 

(1) Biochemical Techniques Related to Sensory Response - Develt^ment 
of a quantitative description of the receptor-substrate interactions 
responsible for subjective response to cigarettes. 

(2) Flavor Encapsulation - Release systems based on incorporation of 
flavor compounds in a thermally labile encapsulant 

b. Strong Technologies 

(1) Filtration Mechanisms - Physical or chemical processes to remove 
vapor and/or particulate components from mioke or air. 

(2) Flavor Release - Preparation of compounds incorporating flavors 
which will release the desired flavors on heating. 

(3) Flavor Formulation - Formulation of mixtures of natural or 
synthetic compounds to produce desired subjective responses. 

6. Unique Smoking Article Technology 

Unique smoking article technology encompasses those areas directed toward the 
development, design, and manufacture of unique smoking products. 

a. Emerging Technologies 

(1) Energy Sources - The development of small, powerful batteries to 
power unique smoking articles. 
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(2) Aerosols • Technologies involving the development of techniques 
to control aerosol generation and aerosol physical properties. 


(3) Microelectronics • The development and design of integrated 
circuit chips that have improved performance and resistance to 
corrosion and heat. 

(4) High Speed Machine Design - Development of "intelligent" 
machinery capable of assembling and inspecting a mechanical cigarette 
type device at speeds that will make a unique smoking article a viable 
business venture. 

(5) Specialty Materials - Development of insulating and conductive 
materials to be used for the design of semiconductm^ and cartridges. 

(6) Microfabricadon - Technology which involves the fabrication and 
manipulation of materials and objects on a microscopic level. This 
technology includes etching, lithography, and epitaxil growth and 
deposidon. 

b. Strong Technologies 

(1) Combusdon/Heat Transfer - Physical mechanisms, matnials, and 
chemical/thermodynamic properdes that control heat transfer. 

(2) Qtemical Energy Sources • Technologies associated with the 
development of high energy heat sources for unique smoking articles. 

7. Information and Communications 

Informadon and communicadons technologies are those enabling technologies 
that affect our approach to data storage and retrieval, simuladon, informadon 
disseminadon, and computing. 

a. Emerging Technologies 

(1) Computer Simuladon and Modeling • The use of computers to 
replicate, predict, and simulate the behavior of a physical system. 
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(2) Signal Processing • G)nsists of signal conditioning (conection 

of electrical impulses by the elimination of noise) and signal 

processing (evaluation of corrected signal for decision making or 
display). The recent development of chip level sensors has integrated 
the signal processing into the sensor itself. 

(3) Measuring and Sensing - Development of techniques using sensors 

to measure and identify environmental variables (voltage, position, 
temperature, pressure, physical state, concentration of specified 

compounds). 

b. Strong Technologies 

(1) Math Modeling - Modeling using principles of physics, 

thermodynamics, chemisuy, and mathematics to test systems priOT to 
design and manufacture. Computational fluid dynamics, finite element 
modeling, and regression analysis are a few examples in use. 

(2) Consumer Behavior Prediction • Psychophysical models of 
subjective response; theories of market dynamics; and consumer testing 
methods. 

(3) Neutron Radiography - Thermal neutron imaging of cigarettes and 
smoke for product and combustion studies. 

(4) Data Storage and Peripherals • Data storage conversion of 
magnetic devices to optical compact disk read-only-memcMy (CD-ROM), 
write-once read-only-memory (WORM), and other rewritable storage media 
for computers. In addition, the develc^ment of technologies that 
transform current input/output hardware (keyboards, mice, light pins, 
printers) to voice recognition systems, 3D imaging devices, or music 
synthesizers. Storage and peripheral technologies will be the limiting 
factor in our ability to model, archive information, and interact with 
computers. 

C. PM USA Technology Management 

In order to further refine the technology needs of PM USA considerable effon was 
devoted to woildng with both the R&D senior technical staff and R&D management in order to 
identify technologies considered to be essential to the accomplishment of cuirent R&D 
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programs. Technologies identified include, in order of impratance as determined by die 
number of individuals identifying a particular technology, the following: 

1. Environmental issues/control of emissions 

2. Mathematical modelling 

3. Senscny technology (chemical senses) 

4. Vision and/or optical systems 

5. In sim process control 

6. Manufacturing technology 

7. Information management 

8. Technology required for Project Beta 

9. Packaging technology 

10. Robotics 

11. Selective filtration 

12. Cigarette bum rate control 

There are few surprises on this list, and current R&D projects already incorporate 
many of these technologies. Knowing what technologies we require, however, leaves several 
imptHtant questions unanswered, such as: Is the in-house develt^ment of these technologies 
sufficient to meet R&D needs? Is there new technology in these areas being developed outside 
which we need to bring into R&D? If additional resources need to be devoted to any of the 
idwve technologies, how are priorities established? 

It is actually the last of these three questions which needs to be addressed Erst, 
and in order to qrpropriately prioritize PM USA’s technology requirements, it is essential to 
involve the entire Operations Department As a consequence, a cross-functimud Operations 
Technology Assessment Committee was formed in late 1992. The mission of this Committee is 
to: 


1. Identify areas of improvement within the respective functional areas that 
impact the pnxhict 

2. Categorize the areas for improvement utilizing the framework discussed in 
Section B above. 

3. Develop a prioritized list of technologies to piusue. 

4. Present recommendations to management. 
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5. Incoiporate technology needs into R&D Strategic Plan and the PM USA Operations 
Plan. 

6. Monitor current inidadves. 

Technology needs will be ranked according to a number of key qualides possessed by the 
project(s) requiring the technologies. These qualides include merit of the project, 
durability of compeddve advantage, cost of research, cost to implement, and product 
horizon. The membership of the G)mmittee is listed in Table Vn (p. 87) in the PM USA 1992- 
1996 R&D Strategic Plan. 

D. PM USA R&D 1991 Techntdogy Achievements 

1. Domestic and Export Product Development 

a. Merit Uldma and PM Extra Lights - Italy 

(1) P^r core concentric dual filter 

(2) High chalk paper for puff count control 

b. Lark combining wrap 

2. Paper Technology 

a. Single wrap for Superslims 

b. Proprietary Low Sidestream inorganic fillers prepared using sol-gel 
technology 

3. Beta 

a. Phase I electronic devices 

b. Half-size devices 

c. Subjective program - optimization of materials, component, and energy 
input 

4. NET 

a. Batch process 

b. Vapor phase reordering 

c. Continuous NET pilot plant 
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5. New Primary Processing - Direct cylinder conditioning 

6. Cast Leaf 

a. Cast Leaf pilot plant 

b. New Blended Leaf (NBL) 

c. Cast Leaf sheet with guar gum 

7. Project Tomorrow 

a. Computer program for correlation of mass bum rate with cigarette 

construction parameters 

b. Printing of colloidal cellulose bands with rotogravure press 

c. Technology to determine dynamic mass burn rates 

8. Environmental Support 

a. Project Grain 

b. Humectant reordering 

9. Optical Processing 

a. Osiris pack inspection technology 

b. Web inspection device 

E. Leveraging PM Companies’ Technology Base Through Technical Synergy 

The PM Companies Technical Synergy Group was initiated in 1988 shortly after the 
purchase of General Foods. The mission of this group was to increase effectiveness and 
reduce costs of R&D throughout PM Compaiues wherever possible duough well-designed 
interactions among all of the technical centers. The Committee was composed of 
representatives from each PM Company laboratory, and the group was expanded when Kraft was 
added to the company. Current membership consists of Charlie Adamo firwn KGF International; 
Manuel Bourlas from PM International; Charlie Cante from GF USA; Jim Charles and Ken Houghton 
from PM USA; Rick Guaidia from KGF Scientific Relations; Ron Harris from Kraft USA; Darrell 
Medcalf from KGF Technology; Art Rehberger and Ken Wendt from Miller Brewing; Paul Roehrig 
from Oscar Mayer, and Danny Strickland from KGF FPG. Chairman of the Committee is Bob 
McVicker, KGF. 
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Thoe have been a significant number of technical synergy interactions involving PM 
USA during 1991. Formal interactions include a two-day symposium in die fall covering the 
topic, "R&D in the 90*s and Beyond;" one "mini symposium" in August dealing with analytical 
chemistry; and three meetings of the PM Companies Technical Synergy Committee. Infcnmal 
interactions also took place. Individuals fix>m Jacobs Suchaid and KGF Coffee visited PM USA 
R&D and took part in a number of technical discussions. Particular interest was shown in the 
Paper Technology and Sensory Technology Programs. A presentation was made at Kraft USA by an 
individual from PM USA dealing with the application of neural networks in consumer testing 
studies; and a talk was given at PM USA by an individual at Kraft USA on product testing 
strategies. 

A number of cross-laboratory projects were completed in 1991. Pilot studies woe 
carried out at PM USA investigating the feasibility of extracting fat with supocritical 
carbon dioxide from peanuts, chocolate and coconut. Promising results were obtained, and 
Kraft personnel plan to continue the work with peanuts in their own facilities. Analysis of 
vanillin obtained by microbial techniques at GF USA was conducted to determine both the level 
and identity of possible impurities using the tandem mass spectrometer at PM USA. Data were 
obtained at the GF USA environmental laboratory for a PM USA study on OV changes in 
cigarettes expcnted to certain markets. Work was also carried out by the KGF USA binder 
group in collaboration with PM USA personnel for the Cast Leaf Program. 

Other interactions include a visiting scientist from Miller Brewing who spent all of 
1991 working in the Biochemical Research Division; information was submitted to Miller 
Brewing dealing with the PM USA R«&D Strategic Planning Process and the Technical Ladder, and 
both Kraft USA andGF USA Technical Information personnel interacted with the PMUSA CITask 
Force. The two last interactions to be discussed are perhaps the two most far-reaching 
examples. A crop protection agent data base was established in conjunction with Shook, 
Hardy, and Bacon. This data base is being administered by the Technical Synergy Committee, 
and serves all of PM Companies. Lastly, the PM USA patent data base was completed, and it 
will be incorporated into a PM Companies patent data base. 

The Technical Synergy Committee will continue to be an integral part of PM Companies 
technology management strategies in 1992. A meeting of the Committee is planned fw 
February, 1992, and at least five major topics will be cm the agenda. These topics arc: 1) 
how better to develop PM Companies’ technical and management talent within technology 
functions worldwide; 2) techniques for increasing the ease and effectiveness of technology 
and idea transfer across company lines: 3) the needs and development of long-term research 
programs; 4) the advisability of forming macro strategic alliances; and 5) determining how to 
administratively handle joint programs. In addition, one symposium is plaimed for 1992, to 
be held in the fall, with the most likely subject being the environment and related issue. 
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A great deal has been done in the area of technical synergy since the initiation of 
the Technical Synergy Committee. However, a great deal more can be dcme. There are clearly 
a number of barriers to obtaining the maximal benefit &om technical synergy within PM 
Companies. It should be an objective of the PM USA Technology Assessment function to 
identify these barriers so that action can be taken to eliminate them. 
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1991 And 1992 

PM USA R&D Collaborative Research Prc^rams 


Program Description 

Location 

Budgeted 

Amount 

($000) 




1991 

1992 

Heat Sources/Combusdon Modeling/ 
Sigma 

NY Polytechnic 

94.6 

- 

Project Beta 

Motorola 

695.7 

- 

Project Beta 

- 

1,126.2 

Preparation of Nicotine Antibody 

Litton Labs/Hazleton 

8.4 

1.0 

Mycoplasma Testing 

ATCC 

IJ 

- 

DNA Synthesis 

MCV 

5.2 

- 

2D SDS-PAGE Separations 

KendrikLabs 

4.2 

- 

Development of Regulatory Data Base 

- 

125.0 

130.0 

Protein Sequencing/TSNA 

Univ. of Wisconsin 

4.7 

10.4 

Neutron Radiography 

University of Va. 

174.3 

171.3 

Inorganic Investigations/Paper 
Technology 

NY Polytechnic 

141.5 

140.0 

Low Level Counting 

Battelle NW 

21.0 

15.6 

Large Scale Inorganic Synthesis/ 

Paper Technology 

Various 

41.9 

51.9 

Inorganic Investigations/Paper 

VPI 

21.0 



Technology 


Source: https://www.industrydocuments.ucsf.edu/docs/qhklOOOO 


899eeSTS02 




1991 And 1992 

PM USA R&D Collaborative Research Prc^rams 
(Continued) 


Budgeted 


Program Description 

Location 

Amount 

($000) 




1991 

1992 

Paper Technology 

Univ. of Wisconsin 

52.5 

- 

Paper Technology 

Univ. of Maine 

60.0 

64*4 

Paper Technology 

SERI 

- 

78.6 

Custom Synthesis 

VCU/Aldrich/Lce Labs 

18.0 

- 

Ouster Formation (Aerosols) 

Colorado State 

129.9 

- 

Oxidation Catalysts/Selective 

Hltradon 

Seton Hall Univ. 

116.3 

161.9 

Synthesis of Stable Menthol 

- 

- 

51.9 

Optical Processing 

Camegie-Mellon 

75.5 

- 

Simulation of Liquids & Aerosols/ART 

VPI 

57.7 

- 

Single Particle Aerosol Chemistry 

Univ. of Washington 

41.9 

- 

Thermodynamic Properties of 
Supercritical Fluids 

Georgia Tech. 

13.1 

- 

Project ART Water Column 

University of Texas 

26.2 

- 

Aerosol Research 

VCU 

- 

115.3 

Project Tomorrow and Process 

Creare.x 


28.1 


Applications 
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1991 And 1992 

PM USA R&D Cdlaborative Research Prc^rams 
(Continued) 


Program Description 

Location 

Budgeted 

Amount 

($000) 




1991 

1992 

RL Rebuild 

- 

- 

31.1 

Environmental Work 

Various 

- 

41.5 

Project NET 

Various 

63.1 

- 

Engineering Design/Water Treatment 

Various 

78.8 

- 

Engineering Services 

Nolen, Friska, Brooks 

37.0 

32.6 

Engineering Services 

Quantum Tech. 

- 

7.9 

Emergency Response Team 

FDM Safety Services 

24.1 

26.0 

Contract Programming 

McKinney & Assoc. 

- 

10.4 

Contract Programming 

Various 

8.2 

12.5 

Total 


2,1413 2308.6 
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1991 And 1992 

Research Programs • Cosmic/Sensory Research 



Budgeted 

Professional Services 

Amount 

($000) 



1991 

1992 

E>r. Mangin 

106.0 

124.6 

Dr. Eysenck 

106.0 

- 

Dr. Harley 

42.1 

20.8 

Dr. Ashby/Dr. Nosofsky 

36.0 

- 

Dr. O’MahcMiy 

36.0 

- 

Total 

326.1 

145.4 
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Consulting 

Dr. Musto 
Dr. Eysenck 
Dr. Hariey 
Dr. Mangan 
Dr. Warburton 
Dr. Ashby 
Dr. O’Mahony 
E)r. Bockenhott 
Total 


1991 And 1992 

Research Programs • Cosmic/Sensory Research 

Budgeted 

Amount 

($ 000 ) 


1991 

1992 

- 

1.0 

4.2 

4.2 

8.4 

• 

5.2 

- 

6.5 

4.2 

1.5 

- 

1.5 

- 

0.8 

- 

28.1 

9.4 
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1991 And 1992 

PM USA R&D Consulting Relationships 


Program Descripthm 

Consultant 

Budgeted 

Amount 

($000) 




1991 

1992 

ANSI 

R. Dawson 

42 

- 

Regulatory Agencies (Ingredients) 

J. Stoffberg 

2.1 

0.7 

Chemistry and Biochemistry 

A. Wolf 

12.5 

12.5 

Analytical Chemistry 

F. Hawkridge 

1.6 

- 

Heavy Metals in Packaging 

- 

5.3 

- 

Tissue Culture 

F.Wu 

1.0 

2.1 

Protein Sequencing 

S. Jensen ' 

1.0 

- 

Analysis Development 

G. Bemtson 

1.6 

2.1 

Molecular Genetics 

M. Conkling 

2.1 

4.2 

Electrophysiology 

G. Kobal 

2.6 

- 

Monoclonal Antibody Production 

A. Tometsko 

1.0 

- 

Biosensors/Antibodies 

G. Guilbault 

2.0 

1.2 

Cigarette Paper Properties 

C. Mattina 

6.3 

- 

Organic (Chemistry 

L. Harwood 

6.3 

- 

Aerosol Formation 

P. Byron 

4.2 

5.2 

Elisa and Antibody Studies 

M. Hein 

- 

2.1 
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1991 And 1992 

PM USA R&D Consulting Relationships 
(Continued) 


Program Description 

Consultant 

Budgeted 

Amount 

($000) 




1991 

1992 

Synthetic Scale Up 

P. Harris 

- 

2.6 

Surface Chemistry 

G. Somoijai 

4.2 

- 

Inorganic Chemistry 

D. Schleich 

- 

7.2 

Optical Components 

A. Vandeilugt 

3.1 

- 

Electrostatics, Fluid Jets, Robodcs 

- 

4.2 

- 

Processing Systems 

T. Fazzina 

26.3 

27.0 

Separator Design 

F. Zenz 

15.8 

- 

Process Modeling 

- 

- 

20.8 

Continuous Process/NET 

M. W. KeUogg 

31.5 

- 

Primary Equipment Design 

- 

- 

26.0 

Flavor Separation 

Various 

10.5 

- 

Nicotine Disposal 

Various 

10.5 

- 

Computational Fluid Dynamics 

S. P^uankar 

- 

7.5 

Flavor Development 

L* Davis 

20.8 

10.3 

Total 


180.7 

131.5 
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R&D THREE 
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1992 - 1994 


SEPTEMBER 13, 1991 
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EXECUTIVE SUMMARY 


The PM Europe R&O Three Year Plan 1992-1994 has been developed 
with the purpose of selecting those programs and priorities which 
will allow R&D to contribute in the most constructive fashion to 
the achievement of the goals of PM International during this Plan 
period. PMI's objectives for the 1992-1994 Plan period are as 
follows: 


* A minimum 6% annual growth rate in total unit volume; 

* Market share growth in all markets; 

* A minimum 20% annual growth in total Income from 
Operations and Net Income; 

* To further develop PM's international trademarks with the 
aim of making them global brands; 

* To be the low-cost producer within the industry without 
sacrificing quality leadership, while improving the 
Return on Management investment; 

* To continue to maintain tight control of headcount in the 
Regional offices. 


A review was made of our current status and the international 
business environment. This included consideration of the 
changing regulatory situations in the EEC Region and the rapid 
growth being experienced in the EEMA Region. As a result of this 
analysis the following five strategic goals were identified: 


1. Support Operations' three year objectives in the areas of 
quality, cost, productivity and capacity. 

2. Support the growth of the EEC and EEMA Region businesses 
in the short term. 

3. Develop new and innovative products which address 
consumers' desires in the long term. 

4. Identify, evaluate and develop technologies applicable to 
future products and processes. 

5. Address external issues and requirements. 
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Nine major programs were then identified which would support and 
further the realization of these strategic goals, as shown in the 
outline below. In several cases programs are listed as 
contributory to more than one of these goals. It should be noted 
that where programs exist in PM USA R&D which potentially impact 
on International objectives, PM Europe R&D programs have been 
established to be supportive and complementary. The strategic 
goals and the programs of R&D are projected to be as follows: 


1. Quality, cost, productivity and capacity. 

- Operations Support 

- Reconstituted Tobacco 

- Expanded Tobacco 

- Product Development 

2. Growth of businesses in the short term. 

- Product Development 

- Expanded Tobacco 


3. Innovative products in the long term. 

- Product Development 

- New Product Technology 

- Product Evaluation/Consumer Desires 

4 . Technologies for future products/processes. 

- New Process Technology 

- New Product Technology 

- Product Development 

5. External Issues and requirements. 

- Environmental Tobacco Smoke 

- Pesticides, Ingredients & The Environment 

- Product Development 



Source: https://www.industrydocuments.ucsf.edu/docs/qhklOOOO 



In the course of the analysis a number of issues were also 
identified which, without proper attention, could become serious 
obstacles to our continued efficient operation. These are issues 
which are persistent and not quickly resolvable, and the 
formulation of contingency plans to deal with them will be 
initiated. 


These issues are: 

1. The impact on resource allocation of potential headcount 
restrictions and space limitations. 

2. Explosive future growth within the EEMA Region which may 
require unanticipated support resources; 

3. An unknown regulatory environment across both Regions with 
respect to crop protection agents and ingredients, and to 
packaging from the standpoint of chemical additives and 
waste disposal; 

4. A serious shortage in the pool of qualified technical 
talent available for recruitment; 

5. The increasing need to provide more rapid training and 
development of a technical leadership base for the future 
through cross-training and management development. 


The program objectives and the strategies for achieving them are 
outlined in the following pages for each of the nine major 
programs. In the Operations Support program will be found a 
collection of objectives since the program is quite diverse in 
scope, encompassing individual and group efforts of the R&D 
departments. Although the remaining programs have each been 
developed about a single objective, they also reflect the 
interdepartmental efforts in the strategies. For reference 
purposes, highlights of our present position in many of the 
progrcun areas are appended to this document. 
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R&D FLAN 


Program: 

Issue: 

Business 

Risk: 

Objective: 
Strategies: 


OPERATIONS SUPPORT 


How do we enhance the quality of our products so as 
to eliminate, to the extent possible, manufacturing 
defects? 

Failure to minimize visual quality defects and 
spoilage could result in consumer switching to 
competitor products. 

Improve quality of PM products through improvement of 
materials and methods. 

Implement a total quality management program in all 
PM Europe factories, with a first goal of improving 
the quality assurance systems so as to be in 
compliance with ISO recommendations, and to have all 
factories certified according to ISO 9002. 

Develop, together with Marketing, a program to 
address the consumers perception of quality and use 
it, along with consumer complaint data, to establish 
quality improvement programs. 

Continue the qualification of new plug wrap/tipping 
paper combinations which improve machinability and 
will reduce consumer complaints related to filter 
attachment. 

Develop, in conjunction with our suppliers, new 
cigarette papers with improved machinability on 
higher speed makers. 

Assist PM Europe factories to improve filter 
consistency and machine efficiency while reducing 
material waste and manufacturing costs. 

Critically evaluate the use of near infrared (NIR) 
methods as a production QA tool for the indication of 
any corrective measures necessary prior to the 
application of flavors and casings. 

Assist in the evaluation and installation of foreign 
matter detection and removal systems. 

Maintain state-of-the-art methods to measure 
temperature and humidity during tobacco storage and 
processing, and attempt to establish guidelines for 
the minimal impact of microbiological activity on 
subjective quality. 
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Issue: 

Business 

Risk: 

Objective: 

Strategies 


How do we standardize our Quality Assurance functions 
at all locations where PM products are produced ? 

Failure to provide QA technical support to all sites 
will result in varying degrees of quality for the 
same brands in different markets. 

Provide and distribute quality assurance know-how 
throughout the EEC and EEHA Regions. 

Provide PM Europe affiliates and licensees with the 
technical support to improve the visual quality of 
their products. 

Provide all PM Europe manufacturing sites with 
technical support in the areas of QA systems, 
organization, methods, equipment and procedures to 
meet PM quality standards. 

Continue to implement and monitor the PM Infestation 
Control program in all licensee and affiliate 
locations. 

Train all PM Europe tobacco suppliers on proper 
fumigation practices according to PM standard 
operating procedures for phosphine fximigations. 

Monitor official testing laboratories and ensure that 
the testing of PM products is properly conducted. 

Implement general quality assurance training programs 
for licensees and contract manufacturers. 
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Issue: 

Business 

Risk: 

Objective: 

Strategies: 


How do we ensure the consistent quality of our 
products which are produced in numerous factories ? 

Failure to ensure consistency in product quality 
could erode the consumer image of our products. 

Assure that quality objectives and quality 
perception, and the measurement and interpretation of 
QA data, are standardized throughout PM Europe. 

Finalize new sampling and acceptance procedures for 
ingredients, filter additives, adhesives and inks. 

Complete the revision of packaging material 
specifications. 

Establish general specifications for filter tows. 

Continue the efforts to introduce concentrated base 
flavors in Marlboro production in order to realize 
cost savings. 

Continue to approach standardization of QA methods 
and procedures through expert working groups in the 
areas of incoming materials, primary QA, secondary 
QA, smoking laboratory and panels. 

Improve the consistency of European B-panels through 
comparative testing. 
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Issue: 


Business 

Risk: 

Objective: 
Strategies; 


How do we ensure that all of our products conform to 
PM quality standards and meet regulatory 
requirements ? 

Failure to adequately control the quality of non¬ 
tobacco materials, tobaccos and products could result 
in losses of sales, losses during storage, and 
possible penalties for mislabeling. 

Assure that all PM products conform to PM cpiality 
standards and regulatory requirements. 

Introduce the new visual quality audit, prepared in 
collaboration with PM USA, in all affiliates and 
licensees. 

Establish a yearly vendor rating based on delivered 
quality, purchasing aspects and vendor audits. 

Audit PM and competitor products in the Regions in 
order to monitor trends and provide data to support 
new product development and introductions. 

Monitor PM products in the Regions in order to assure 
that they will comply with PM specifications. 

Review the CIR reporting system to see if strategic 
information can be condensed and highlighted for use 
by R&D, Leaf, Marketing, and management. 

Monitor sufficient numbers of tobacco lots to ensure 
that all PM Europe blends will result in cigarettes 
meeting the tar/nicotine delivery specifications. 

Introduce the new ISO norms for cigarette smoking 
analysis in the three European PM smoking 
laboratories. 

Coordinate a program with Engineering and the 
factories to identify and implement improvements in 
procedures for the control and measurement of filter 
weight, plasticizer application level and firmness. 
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Issue: 

Business 

Risk: 

Objective: 
Strategies: 


Issue: 

Business 

Risk: 

Objective: 

Strategies: 


How does PM Europe meet its volume projections with 
the limited production capacity available ? 

Failure to address this issue could result in severe 
limits in our ability to meet market demands for our 
products. 

Implement a program which adequately addresses 
capacity requirements. 

Assist in the selection, qualification and evaluation 
programs for new primary equipment and in the 
definition of process parameters. 

Assist in the design, start-up and qualification of 
primary extensions and new primaries. 

Evaluate the total blend sieving and cutter bypass in 
the PM Australia primary and develop recommendations 
for Europe. 

Perform project reviews, establish recommendations 
for process improvements, and provide assistance and 
consulting service to licensees. 


How do we ensure consistent and optimal quality of 
our blend component processing and finished cut 
filler ? 

Failure to standardize our tobacco feedstocks could 
result in undesired variations in our subjective 
product quality. 

Develop and implement programs focused on 
standardization of primary processes and tobacco 
materials. 

Maintain and update the PM Europe Primary Information 
manual, complete the factory comparisons and develop 
general primary guidelines. 

Evaluate and make recommendations to further improve 
specific process unit operations of the affiliates 
and licensees. 

Standardize, to the maximum extent possible, 
processes and unit operations when qualifying new or 
modified equipment. 

Coordinate the utilization of good manufacturing 
practices (GMP) for PM Europe. 

Identify the impact of primary processing changes on 
product quality through physical analysis of tobacco 
(filling power, shred size). 
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Program: 

Issue: 

Business 

Risk: 

Objective: 

Strategies: 


RECONSTITUTED TOBACCO 

How do we ensure sufficient and interchangeable 
quantities of sheet materials for our future needs ? 

Failure to address this issue could result in 
undesired changes in subjective product quality and 
lack of product standardization. 

Define, in collaboration with PM Europe Leaf and PM 
USA, our company's worldwide sheet requirements 
versus capacities and develop alternate sheet 
products. 

Optimize the future utilization of OTMs with respect 
to all existing and new reconstitution processes. 

Assist in the PM USA development of the cast leaf 
process and qualify European feedstock for this 
process. 

Provide support for a pre-engineering study 
concerning the potential new BL facility in Europe 
(Greenfield study). 

Evaluate and qualify, in conjunction with PM USA and 
PM Europe Leaf Departments, alternate sheet materials 
to those made in PM USA. 

Assist Bandtabak Malchin (BTM) in their sheet quality 
improvement program. 

Complete the humectant level standardization program 
for PM Europe. 
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Program: 


EXPANDED TOBACCO 


Issue: 


Business 

Risk: 


Objective: 


Strategies: 


How do we ensure sufficient and interchangeable 
quantities of expanded tobacco for our future needs 
while improving the safety of the operations ? 

Failure to address this issue could result in 
undesired changes in subjective product quality, lack 
of product standardization, and substandard 
processing environments. 

Implement process and product quality improvements, 
standardization and adequate safety procedures in the 
four European ET facilities. 

Complete the ET Pan Europe report, and the ET section 
of the Primary Information manual, and implement the 
follow-up for plant optimization and standardization. 

Establish and implement ET product specifications and 
process targets. 

Qualify and evaluate equipment and blends, including 
the new ET feedstock processing line at FTR in Onnens 
and the new ET installation at BOZ. 

Assist the facilities in the implementation of 
process improvements and blend modifications. 

Develop and implement the NET evaluation and 
qualification program for PM Europe. 

Assist in the follow-up to the Kellogg hazard review, 
the metallurgical investigation, and in general 
safety matters. 
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Program: 

Issue: 

Business 

Risk: 

Objective: 

Strategies: 


PRODUCT DEVELOPMENT 

How do we reposition our current brands and introduce 
brand extensions and new brands to assure coverage of 
the important market segments ? 

Failure to correctly position our brand families 
could result in missed market opportunities and loss 
of advantage from our current competitive position. 

Modify existing products and develop new products to 
meet Marketing, productivity, standardization and/or 
regulatory requirements. 

Support actively all programs aimed at monitoring 
consumer perceived product performance of our key 
brand families and initiate, as needed, product 
modification programs in order to ensure our 
competitive advantage in the market-place. 

Ensure product standardization within brand families 
and clear differentiation of product performance 
between brand families based on business objectives. 

Improve and maintain our computerized project 
management system in order to optimize the speed and 
flexibility of the product development process. 

Develop and apply a screening system that can be used 
to select the most attractive opportunities from our 
inventory of all new and innovative product ideas 
generated within the company. 

Develop and implement a program to reduce tar 
deliveries of all of our brands (if needed) to ensure 
compliance with the 1993 EEC tar ceiling regulations. 

Develop a long-term plan for the further reduction of 
the tar deliveries of our brands so as to comply with 
the 1998 EEC tar ceiling regulations, including the 
evaluation of emerging technologies for low tar/high 
taste. 

Implement programs aimed at substituting important 
product components such as: 

- DIET by NET 

- RL-TC ex PM USA by RL ex LTR 

- MPEG by Triacetin 

- Licorice by Flavor Concentrate 
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Program: 

Issue: 

Business 

Risk: 

Objective: 

Strategies: 


NEW PRODUCT TECHNOLOGY 

How do we identify and evaluate new product 
technology which will allow us to be a leader in 
innovative product concepts, and will enable us to 
respond to competitive challenges ? 

Failure to maintain capabilities for innovative 
product introductions could result in the inability 
to participate in new and unique market 
opportunities. 

Increase the effectiveness in technology management 
in order to improve product innovation, and create 
new and innovative ideas/concepts for the cigarette 
market. 

Monitor technologies developed within and outside of 
the corporation on a worldwide basis to identify 
potential areas of application and maintain a 
technology "storehouse''. 

Strengthen our know-how in the area of technology- 
product relationships in order to: 

a) Improve our mathematical prediction models to 
enable rapid achievement of product objectives for 
mainstream and sidestream smoke deliveries; 

b) Select and assess key technologies for the 
development of innovative products. 

Develop specifically the following selected 
technologies to the stage of industrial application: 

- Total Blend Expansion 

- Tobacco Sheet Filter 

- CA-Web Filter 

- Tobacco Sheet Cigarette Wrapper 

- Dual Cigarette Wrapper 

- Tobacco Extract Flavors 

- Concentric Tobacco Rod 


Evaluate new filter construction concepts to 
determine whether smoke exit flow patterns can be 
used as a tool to influence perceived subjective 
quality. 

Evaluate new filter construction concepts which might 
provide enhanced control of gas phase mainstream 
smoke chemistry. 

Assess technologies available for the enzymatic 
removal of specific tobacco components which might 
lead to a more desirable mainstream and sidestream 
smoke. 
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Program: 

Issue: 

Business 

Risk: 

Objective: 
Strategies: 


Determine the effect of cigarette construction 
parameters and filler additives on total sidestream 
smoke yield. 

Identify naturally occurring materials in certain 
tobaccos which have preservative or pesticidal 
properties and might be accepteible alternatives to 
currently used control agents. 

Explore modern genetic engineering techniques which 
have the potential to impart preservative or 
pesticidal properties to tobacco without leaving 
undesirable residues. 


PRODUCT EVALUATION/CONSUMER DESIRES 

How do we build our knowledge of consumer desires to 
enable us to develop market-led products ? 

Failure to understand performance-driven market 
dynamics could result in loss of market opportunities 
and loss of existing market shares to the 
competition. 

Develop our understanding of consumer perceived 
product performance. 

Improve and maintain our internal descriptive pemel 
in order to build a consistent data base on 
subjective product attributes of competitive products 
as well as of cigarette prototypes. 

Improve and maintain, in collaboration with Market 
Research, the computerized model in which market 
dynamics are correlated with measurable and 
subjective product attributes. 

Monitor the evolution of the key competitive products 
by making optimum use of our current cigarette 
information activities and ensure rapid awareness on 
competitors new product introductions. 

Advise Market Research on qualitative and 
quantitative design and content of consumer test 
questionnaires in order to improve our interpretation 
and understanding of consumer test results. 
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Program: 


NEW PROCESS TECHNOLOGY 


Issue: 


Business 

Risk: 


Objective: 


Strategies: 


How do we identify and evaluate new process 
technology which will allow us to maintain product 
quality leadership in the industry ? 

Failure to update our process technology could result 
in erosion of competitive quality and in lack of 
flexibility and interchangeability in component 
utilization. 

Develop, evaluate and implement new processing 
technologies for potential application in PM 
facilities. 

Qualify and evaluate the direct cylinder conditioning 
unit including casing application in the new ET 
feedstock processing line at FTR in Onnens. 

Implement the evaluation program of the new Hauni HT 
tunnel prior to the dryer in the Miniprimary. 

Complete the evaluation of the program for cut filler 
recovery from winnowers. 

Monitor and assist in the New Primary Process program 
initiated in PM USA. 

Identify technologies in industries similar to ours 
and intensify contacts with equipment suppliers to 
keep abreast of new developments. 
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Program: 

Issue: 

Business 

Risk: 

Objective: 
Strategies: 


ENVIRONMENTAL TOBACCO SMOKE 

How do we confront attacks on PM and our industry 
based on presumed health risks of environmental 
tobacco smoke ? 

Failure to maintain technological awareness could 
result in restrictive laws against smoking at work 
and in public places, and in increased risk of 
product liability action. 

Assess the impact of environmental tobacco smoke 
(ETS) on indoor air quality. 

Conduct investigations on the potential formation of 
undesirable components in aging ETS and assess how 
they might be controlled. 

Investigate the influence of household furnishings on 
the aging and accumulation of ETS. 

Participate in industry programs to develop and 
recommend analytical methodology for use by industry 
and government. 

Develop and use portable monitoring equipment to 
evaluate indoor air quality in public structures and 
transportation. 

Evaluate methods proposed in the literature for 
chemical markers intended to indicate exposure to 
environmental tobacco smoke. 

Assure that sidestream yields of PM products are in 
compliance with future internal guidelines and 
provide market-place surveys. 
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Program: 
Issue: 

Business 

Risk: 

Obj ective: 

Strategies: 


PESTICIDES, INGREDIENTS & THE ENVIRONMENT 

How do we anticipate and satisfy all the regulatory 
requirements arising from environmental pressures on 
our products ? 

Failure to respond could result in nonshipment of 
finished products, product recall from the market¬ 
place, loss of market shares, and civil and criminal 
liability for local operations management. 

Ensure that blend components, nontobacco materials, 
finished products and packaging comply with existing 
and future legal requirements in both the EEC and 
EEMA Regions. 

Monitor pesticide residues on incoming tobacco lots, 
finished products and potential leaf purchases with a 
frequency based on legal requirements and sound 
statistical practices. 

Monitor ingredient levels in cigarette, packaging and 
manufacturing materials either currently being used 
or being evaluated for qualification to assure 
compliance with legal requirements in the PM Europe 
Regions. 

Extend analytical capabilities for pesticides and 
ingredients for which legislation is being proposed 
or which are considered undesirable in, or in contact 
with, our products. 

Develop rapid screening methods for pesticides which 
will allow a significant reduction in workload while 
maintaining a high level of reliability. 

Establish a database for analytical methods and 
reported results, possibly in conjunction with other 
PM companies, which would allow systematic 
reevaluation of the monitoring levels which are 
necessary to maintain due diligence. 

Identify areas of processing and packaging which may 
pose environmental impact problems in the future, and 
initiate plans for technological solutions. 

Identify regulatory issues of corporate concern in 
the EEC and EEMA Regions, advise management on their 
technical and legal ramifications, and represent the 
industry's interests through interactive programs 
with scientific and norm associations. 

Contribute, through contact with suppliers and 
governmental authorities, to the registration of PM' 
recommended infestation control products. 

Develop, together with suppliers, new adhesives for 
cigarettes and packaging materials which are based on 
naturally occurring substances. 
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R&D FRESEMT POSITION 


Program: OPERATIONS SUPPORT 


Objective: Improve quality of PM products through improvement of 
materials and methods. 

Highlights: A standard format is being developed for the 
reporting of consumer complaints. 

Mew porous plug wraps have been developed jointly 
with Schoeller & Hoesch and Dexter, and testing for 
improved machinaUsility will be completed in early 
1992. 

Machinability improvements for cigarette papers were 
achieved in a joint effort with Hattens and de 
Mauduit. 

A near infrared (MIR) method has been developed for 
the control of eight flavors and casings prior to 
application, and procedures to enable use of the 
method by QA are now being established. 

A ripper screening cost study was completed. 

A comparison of packing density and OV between 
machine threshed and hand stripped tobacco was made 
for Malawi flue-cured and burley. 

The first foreign material detection and removal 
system is being placed in PM6 Berlin. 

The microbiological and chemical states of burley 
tobacco, before and after drying treatment, are 
currently under evaluation. 

It was shown that dipicolinic acid, which is released 
subsequent to the germination of Bacillus spores on 
tobacco, can be a major source of off-taste, and an 
analytical method for its detection on tobacco was 
developed. 
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Objective: Provide and distribute quality assurance know-how 

throughout the EEC and EEMA Regions. 


Highlights: Technical assistance in the areas of (quality systems 
(organization) and visual quality was provided, and/ 
or audits of quality assurance functions were 
performed in Italy, Hungary, Poland, Turkey and South 
America. 

The PM Infestation Control progrcun was reviewed on 
site with all affiliates and 15 licensees. 

Training on the PM standard operating procedures for 
fumigations was given to 35 leaf suppliers. 

Through collaborative studies it was assured that 
governmental laboratories correctly tested and 
accepted PM products in different markets. 

A general presentation on quality assurance was 
prepared, covering the PM quality philosophy, the 
quality assurance organization and the tasks of the 
individual departments. 

A training course, "Statistics in QA Laboratories," 
was organized for all PME affiliates. 


Objective: Assure that quality objectives and quality 

perception, and the measurement and interpretation of 
QA data, are standardized throughout PM Europe. 

Highlights: An incoming inspection procedure for tobacco 

ingredients and filter additives was established and 
is currently under review in the Legal Department. 

Methods for the analysis of powdered ingredients have 
been elaborated, based on time-saving near infrared 
technology. 

A program for the routine analysis of solvents in 
printed materials has been established and 
implemented. 

Industrial trials with concentrated base flavors 
(Marlboro), aiming at cost reductions and 
standardization with PM-USA, have been carried out in 
BOZ, Berlin and FTR. 

Further standardization of QA methodology and 
procedures was achieved through the established 
working groups in the areas of incoming inspection, 
primary QA, secondary QA, smoking laboratory and 
panels. 


Source: https://www.industrydocuments.ucsf.eclu/docs/qhklOOOO 


2021529695 



A study addressing the feasibility of a single 
smoking laboratory for PM Europe was completed. 

The ODD (determination of differences) method used by 
all the European B-panels was reviewed and the 
results of inter-affiliate colledsorative tests 
improved accordingly. 

A B-panel was set up in Modena. 


Objective; Assure that all PM products conform to PM quality 
standards and regulatory requirements. 

Highlights: The new visual quality audit system was introduced in 
R&O QA and was used to evaluate the products of all 
affiliates, new monthly and quarterly reporting 
systems were developed, and training of affiliates 
and licensees was begun. 

Together with Purchasing, an overall rating of 
suppliers was established and published covering the 
period July, 1990 to June, 1991. 

PM and competitor products continued to be closely 
monitored, with special attention given to the 
Italian market in view of the introduction of printed 
numbers. 

Modifications of equipment and methods are being made 
in the smoking laboratory to accomodate the new ISO 
norms for cigarette smoke analysis, and correlations 
with the old norms will be ested^lished. 


Objective: Implement a program which adequately addresses 
capacity requirements. 

Highlights: Support was provided for the start-up and 

qualification of two new Legg dryers in PMG Berlin. 

The start-up and qualification of two new P&S burley 
dryers in PMG Berlin is in progress. 

Support for the FTR primary improvement program is 
being provided. 

Assistance is being provided to both PM Europe 
Regions on the design of primary and stem operations. 

An evaluation was made of BBS processing at PMG 
Munich. 
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Obj active: 

Highlights: 


Program: 

Objective: 

Highlights: 


Develop and implement programs focused on 
standardization of primary processes and tobacco 
materials. 

The Primary Information manual was completed for all 
four PM affiliates, an update was issued for BOZ and 
the Berlin update is in progress. 

The primary process quality program is being 
transferred to QA, standardization of methods has 
been initiated, and the central analysis of cut rag 
is in progress. 

An evaluation of Comas stem was conducted for MTI 
(Italy). 

Assistance is being provided for the qualification of 
a new stem line in Poland. 

The PMG Munich hurley dryer standardization and 
capacity increase program was completed. 

The automation of physical testing in the Process 
Development laboratory is in progress. 


RECONSTITUTED TOBACCO 

Define, in collaboration with PM Europe Leaf and PM 
USA, our company's worldwide sheet requirements 
versus capacities and develop alternate sheet 
products. 

An evaluation of global PM sheet requirements and 
capacities has been initiated. 

The European OTM situation was evaluated and a 
classification system was established for factory 
generated class tobaccos as feedstock for recon 
processing. 

A progreun was initiated to evaluate the cast leaf 
product for potential use in Europe. 

First trials were completed in an attempt to 
reproduce an RL-TC sheet at LTR. 

Technical assistance was provided to Bandtabak 
Malchin (BTM) for process, product and methods 
improvements. 

Reductions in the humectant level of the BTM sheet 
were achieved to meet German regulatory requirements. 
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Program; 

Obj active: 

Highlights: 


EXPANDED TOBACCO 

Implement process and product quality improvements, 
standardization and adequate safety procedures in the 
four European ET facilities. 

Plant optimization and standardization of the 
European ET facilities was continued. 

A program was established for the evaluation of a new 
ET feedstock processing line, containing DCC 
equipment, at FTR in Onnens. 

The production of ET for Diana was transferred from 
PMG Munich to MTI Bologna and on-site assistance was 
provided for the qualification trials and quality 
follow-up. 

Various blend expansion trials were successfully 
conducted at FTR in Onnens for requesters including 
the Swedish Tobacco Group and China. 

Trials of Total Blend Expansion were conducted to 
support evaluation of the technology for new product 
development. 

The New Expanded Tobacco (NET) program was initiated 
and will continue for the evaluation of European ET 
blends. 

Assistance was provided to facilities to solve 
problems of the process gas, C02 liquid and recovezy 
systems. 

A safety hazard review program was started and is 
continuing in collaboration with PM USA. 
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Program: PRODUCT DEVELOPMENT 

Objective: Modify existing products and develop new products to 
meet Marketing, productivity, standardization and/or 
regulatory requirements. 

Highlights: A reduced cost L&M full flavor to be sold in Belgium 
has been developed and is presently being tested 
among consumers. 

Eight existing products now sold in Italy, including 
Muratti, Philip Morris Multifilter, Diana, Mercedes, 
and Philip Morris Lights Ultra Slim, have been 
modified in order to reduce tar and nicotine 
deliveries prior to the implementation of the 
labeling directives. 

Marlboro and L&M products manufactured and sold in 
Eastern Europe have been standardized in terms of 
blend, flavor system and construction in order to be 
as close as possible to the Pan-Europe standard. 

All PM products manufactured under licence by ATO in 
Finland have undergone an increase in length from 79 
mm to 84 mm. 

A new Muratti Lights with a concentric filter and a 4 
mg Tar delivery has been developed and launched on 
the Swiss market. 

Belmont Ultra with a concentric filter and a 1 mg Tar 
delivery has been introduced in Finland. 

Marlboro Lights KS and 100^s delivering 6 and 8 mg 
Tar respectively have been developed and may be 
introduced in the UK prior to the implementation of 
the labeling directives. 

The development of a Multifilter Super Lights for 
Italy, delivering 3 mg Tar, was completed. 

A new Ultra-Slim cigarette, delivering 4 mg Tar, has 
been developed and will be introduced in Italy early 
in 1992 as a Multifilter line extension. 

A cigarillo type product with a performance similar 
to a full flavor cigarette has been developed and 
will be consvimer tested in Germany during fall 1991. 

A new low cost American Blend product has been 
developed and introduced, using the Karo Filter 
trademark, in the former East Germany. 
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Program: NEW PRODUCT TECHNOLOGY 

Objective: Increase the effectiveness in technology management 

in order to improve product innovation, and create 
new and innovative ideas/concepts for the cigarette 
market. 

Highlights: A study was completed demonstrating significant 
tobacco weight reductions, at constant firmness, 
through substantial increases in tobacco cut-width. 

A very acceptable Marlboro product was developed 
using 500 mg of a fully cased and partially expanded 
blend. 

A cigarette with a flat puff-by-puff profile was 
developed, using tube-in-tow technology, which did 
not show any significant product advantages in 
consumer testing. 

The existing cigarette simulation model has been 
further improved by introducing the possibility of 
predicting the impact of combined and concentric 
filters on overall product performance. 

Studies on the influence on sidestream smoke yields 
of modifications in cigarette design and/or materials 
are being completed. 

The influence of tobacco wrappers, replacing 
cigarette paper, on mainstream and sidestream smoke 
deliveries has been studied, and the results are now 
being applied to the development of reduced 
sidestream cigarettes. 

An extensive study was completed on the influence of 
key product design parameters on the enhanced 
performance of Ultra Low Tar products, and the main 
findings are being implemented in the Philip Morris 
Ultra improvement program. 

A fractionation procedure was developed to isolate 
three components from oriental tobacco which might 
have biocidal activity and prevent tobacco spoilage, 
and testing of the inhibitory activity of these 
fractions is underway. 

Literature studies, participation in international 
conferences, and visits to biotechnology research 
centers have been initiated in order to assess the 
current state of genetic engineering techniques for 
tobacco pest control. 
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Program: 

Objective: 

Highlights: 


PRODUCT EVALUATION/CONSDMER DESIRES 

Develop our understanding of consumer perceived 
product performance. 

In order to improve our understanding and 
interpretation of consumer test results. Product 
Development and Marketing Research have started the 
following program to redesign the standard 
questionnaire used in product tests: 

- First half of 1991: qualitative studies on 

vocabulary conducted in Germany (West and East), 
Holland and Spain. 

Second half of 1991: same studies will be 
conducted in Belgium and Switzerland. 

By end 1991: a new standard questionnaire will be 
designed jointly with PMI Marketing Research 
Management with quantitative studies to validate 
the new concept to be conducted beginning 1992 in 
the above countries. 


The major Blind Product Testing programs supported 
were: 

- Marlboro Monitoring Program in the major EEC and 
EEMA markets (France, Holland,,Belgium, Germany, 
Greece, Switzerland, Finland). 

- Monitoring of Marlboro Lights (France, 

Switzerland), Philip Morris Super Lights (France, 
Belgium) and Merit (Switzerland). 

The consistency and accuracy of our internal 
descriptive panel have been improved by the 
introduction of a "Monitor" cigarette which is smoked 
at the beginning of each session in order to 
calibrate the panelists prior to the profiling of the 
products, and a profiles data base. Sensory Profile 
Analysis (SPA), of competitive products as well as of 
cigarette prototypes has been created. 

The development of the computerized model for 
correlating market dynamics with measurable and 
subjective properties has been completed, the model^s 
evaluation and optimization are in progress, and the 
selection of competitive products which are to be 
analyzed and profiled has been finalized. 
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Program: 

Objective: 

Highlights: 


Program: 

Objective: 

Highlights: 


NEW PROCESS TECHNOLOGY 

Develop, evaluate and implement new processing 
technologies for potential application in PM 
facilities. 

The HT tunnel prior to the cut filler dryer in the 
Miniprimary was ordered and is scheduled for 
installation in September, 1991. 

Trials were successfully conducted at Hauni in 
Hamburg to evaluate the recovery of cut filler from 
winnower stems. 

Members of the technical staff participated in the 
New Primary Process Technology Meeting in Richmond. 

The evaluation of the Comas puffing process was 
completed for stems and cut filler. 

Discussions have been held with several equipment 
suppliers to explore technologies for primary 
improvements. 

Kf Europe R&D hosted the 33rd Tobacco Colloquium in 
Interlaken, with participants from 17 companies and 
18 presentations being given. 


ENVIRONMENTAL TOBACCO SMOKE 

Assess the impact of environmental tobacco smoke 
(ETS) on indoor air quality. 

Nearly 150 compounds collected from extinguished 
cigarette butts and profiled as odorous by headspace 
GC-sniffing have been identified by GC-MS-GC-FTIR. 

A small smoking chamber has been constructed in which 
the kinetics and mechanisms of ETS aging can be 
studied under controlled conditions. 

Methods for ETS monitoring continue to be assessed 
through collaborative studies within the industry. 

Concepts for measuring ETS exposure are critically 
and continually being evaluated. 

The determination of sidestream smoke visibility and 
yields of carbon monoxide, particulate matter and 
nicotine are routinely performed, and the monitoring 
of additional parameters is being assessed. 
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Program: PESTICIDES, INGREDIENTS & THE ENVIRONMENT 

Objective: Ensure that blend components, nontobacco materials, 

finished products and packaging comply with existing 
and future legal requirements in both the EEC and 
EEMA Regions. 

Highlights: Tobacco lots used by PM Germany and selected products 
from EEC countries were screened on a regular basis 
for pesticide residues and humectants, and the 
leading brands in several EEC countries were surveyed 
twice yearly. 

Analytical support is being given to Packaging 
Development EEC and EEMA for the qualification of new 
materials such as water-based inks and varnishes. 

The headspace-6C method for analysis of residual 
solvents on printed packaging materials has been set 
up in QA laboratories. 

In conjunction with PM USA R&D, methods are being 
developed for the analysis of seven additional 
ingredients which will be forbidden in our products 
according to proposed German legislation. 

Commercially available antibody-based kits are being 
evaluated to determine whether immunoassay technology 
could be a useful screening tool in tobacco pesticide 
analysis. 

•Significant reductions in running time have been 
gained by improving methods for checking flavor and 
tobacco sheet conformity to legal requirements. 

PM Europe established a leading role in CORESTA for 
the development of a measurement method for firmness 
while smoking, and in the tobacco subgroup of the 
Swiss norm association for the new ISO norms for 
cigarette smoke analysis. 

In conjunction with Packaging Services, a progr^ua was 
established for the improvement and standardization 
of packaging adhesives. 

Joint work with Henkel and National Starch has 
resulted in the preliminary formulation of a 
subjectively acceptable, naturally based sideseam and 
tipping adhesive, and further improvements are in 
progress to address machinability issues. 
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Competitive Intelligence 


A. Introduction 

Competition within the worldwide cigarette industry continues to be intense. There 
has been considerable activity within the United States during the past twelve months with 
regard to new brand introduction particularly £rom R. J. Reynolds and the American Tobacco 
Company. The majority of this brand activity has been in the price value area; however, 
Reynolds has introduced new packings for Camel, Winston, and Dakota. American Brands has 
been particularly active, although none of their new brands or packings involves major 
developments within R&D. Nevertheless, American will be included in this write up along with 
the three companies that can be considered to have sufficient R&D resources u> compete 
effectively with PM USA. These three companies are R. J. Reynolds, Brown & Williamson (BAT), 
andJTL 

B. R. J. Reynolds 

1. Highlights 

As pointed out above R. J. Reynolds has been quite active during the past 
twelve months. They have introduced a considerable number of new brands and 
packings. The most noteworthy of these introductions are Camel Ultra Lights, 
introduced nationally in January, 1991; the extension of the Horizon test market to 
St. Louis, Missouri, and Dallas, Texas, in March, 1991; the test market (about 50% of 
the United States) of Winston Ultra Lights King Size and lOO’s in a box packing in 
June, 1991; and the regional introduction in June, 1^1, of (Tamel and Camel Lights 
100 in a box packing which Reynolds is marketing as Camel Hard Pack 99. Reynolds has 
been quite active in advertising this last product with their "Hard Pack" campaign. 

In addition to new brand introductions Reynolds has made major changes to many 
of their brands. In almost all cases these changes involve a reduction of 5% in 
expanded tobacco, an increase in tobacco weight, and an increase in puff count. In 
making these changes there are often significant changes in tar/puff and nicotine/ 
puff. This topic will be discussed in considerable detail below. Reynolds has 
essentially completed the conversion of all their cigarettes from flax paper to wood 
pulp paper. The only exception is Now. Although this move is primarily in order to 
decrease costs, they have taken advantage of the fact that wood pulp paper is whiter 
than flax paper by claiming that Winston, at least, has improved quality. A further 
change involves a new overwrap for Winston packs. This overwrap is a metallized 
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film similar to the Premier wrapper, although much thinner, and is being marketed as 
a quali^ improvement Other cost cutting measures include switching completely fixrm 
glycerine to sorbitol, saving $0.20/lb, and eliminating the use of propylene glycol 
for pre-conditioning tobacco (1/3 of their total use). 

Although much of Reynolds’ activity during the past twelve rntmths is clearly 
driven by a desire to cut costs, some is undoubtedly a result of the fact that sales 
of their full margin brands are significantly declining. Maxwell data for the first 
six months of 1991, showed that Reynolds has experienced a decline of 9.1% compared 
to the same period of 1990. This decline is significantly greater than those 
expmenced by the other domestic companies. Most of diis decline can be attributed 
to the poor performance of Winston, Vantage, and Salem. Reynolds appears to be 
responding to this market decline by attempting to increase sales through couponing 
and repositioning branded generics as third tier products. The most noteworthy 
change is the repositioning of both Magna and Steiling to the third tier category in 
May, 1991. 

2. New Products 

a. New Product Introductions - Reynolds has introduced the following new 
products during the past twelve months. 

(1) Sterling 1(X) Regular and Menthol were introduced nationally in 
November, 1990. The regular version delivers 16 mg tar and 1.1 mg 
nicotine, while the menthol version delivers 18 mg tar, 1.3 mg 
nicotine, and 0.6 mg smoke menthol. 

(2) Camel Ultra Lights King Size, Soft Pack and Box, and Camel Ultra 
Lights 1(X) Box were introduced nationally in January, 1991. The King 
Size Soft Pack cigarette is 84 mm with a delivery of 6 mg tar and 0.5 
mg nicotine. The King Size Box cigarette is 83 mm with a delivery of 6 
mg tar and 0.5 mg nicotine. The 100 mm Box product delivers 6 mg tar 
and 0.6 mg nicotine. 

(3) Dakota King Size and Dakota Lights King Size were introduced in 
a Slide Box packing in Arizona. These 83 mm products are modifications 
of Dakota Long Size Box and Dakota Lights Long Size Box. The full 
flavor delivers 19 mg tar and 1.3 mg nicotine, while the lights product 
delivers 13 mg tar and 1.0 mg nicotine. 
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(4) Horizon King Size Regular and Menthol woe test marketed in St 
Louis Missouri, and Dallas, Texas, in March, 1991. These two cities 
were added to the original test market in Atlanta, Georgia. Both 
cigarettes deliver 12 mg tar and 0.9 mg nicotine. The menthol version 
delivers O.S mg menthol These cigarettes release ethylvanillin into 
the sidestream through the use of ethylvanillin glucoside coated onto 
the cigarette paper. 

(5) Dakota King size and lOO’s and Dakota Lights King Size and lOO’s 
were introduced in Box packings in Nashville, Tennessee, and Houston, 
Texas, in June, 1991. Dakota King Size Box delivers 18 mg tar and 1.4 
mg nicotine; Dakota 100 Box delivers 17 mg tar and 1.2 mg nicotine; 
Dakota Lights King Size Box delivers 12 mg tar and 1.0 mg nicotine; and 
Dakota Lights lOO’s Box delivers 12 mg tar and 0.9 mg nicotine. 

(6) WinstcHi Ultra Lights King Size Box and Winston Ultra Lights 
100 Box were test marketed in about 50% of the US in June, 1991. The 
King Size Box cigarette has a smaller circumference (24.5 mm) than the 
corresponding Soft Pack cigarette (24.9 mm), and delivers 5 mg tar and 
0.5 mg nicotine. The lOO’s Box packing also has a smaller 
circumference (24.2 mm) than the Soft Pack (24.9 mm), and delivers 5 mg 
tar and 0.5 mg nicotine. 

(7) Gunel 99’s and Camel Lights 99’s were introduced in box packings 
in Arizona, C!alifomia, Idaho, New Mexico, Oregon, Utah, and Washington 
on July 1,1991. 

In addition to the introductions listed above, RJR has test marketed 83 
mm box packings of Camel KS, Camel Lights KS, Magna KS, Magna lites KS, 
^^ston Lights KS, and Winston KS in a number of cities. These products are 
expected ultimately to replace the long size box packings. 

b. New Brand Performance 

It is of considerable significance that all but one of the above new 
product introductions involve full margin brands. Camel is clearly the best 
performing of Reynolds’ full margin brands, in terms of growth, and therefore 
it is not surprising that it has dominated new full margin brand activity 
during the past twelve months. Three packings of Charnel Ultra Lights, a new 
entry in the Camel family, were introduced nationally in January, 1991. It 
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seems reasonable to assume that this product was introduced to hem Marlboro 
Ultra Lights to the marketplace. Philip Morris did not counter this 
introduction, however, as Reynolds may have expected, by introducing the Ultra 
Lights product nationally, but rather by the national introduction of Marlboro 
Medium. Based cm performance of Camel Ultra Lights to date, it would appear 
that this strategy was sound in that the brand has not pmformed particularly 
well. As of August, 1991, it had a 0.4% share. In fact Camel Ultra Lights is 
being dropped in some chains within Region 5 (Westmn US) to facilitate the 
introduction of Camel 99’s (see below). 

The strategy behind the introduction of Camel 99’s is quite different 
from that which prompted the introduction of Camel Ultra Lights. Camel has 
had some success in cutting into Marlboro’s share with young adult smokers. 
Camel 99 clearly intends to build upon this success. Neith^ Camel full 
flavor nor (Tamel Lights has been previmisly available in a 1(X) mm box packing. 
The advertising campaign - The Hard Pack - for this brand is clearly tailored 
to appeal to young adults. Moreover, the description of the brand as a 99 
rather than a 100 mm cigarette is intended to differentiate it from 
competitive brands and give it an identiQr of its own. This approach may also 
appeal to young adults. The status of this new brand in the marketplace 
should be monitored carefully. Two months after its introduction it had a 0.2 
retail share in the western US market 

The second full margin brand which has received considerable attention 
fiom Reynolds in the past twelve months is Dakota. Dakota 80 Box and Dakota 
Lights 80 Box were originally test marketed in Texas and Tennessee in March, 
1990, as a potential direct competitor for Mariboro. Reynolds followed up 
this introduction in January, 1991, with a test market in Arizona of two 
packings, full flavor king size and lights king size, in a new type of 
packaging - a slide box. Despite the new packaging, as well as extremely 
aggressive promotion of the product, Dakota is not doing particularly well in 
the Arizona test market RJR is making every attempt to target this product 
against Marlboro. For instance, there was a "Dakota Profit Plus Program" in 
effect from February 18 to June 30, 1991. If sttne personnel arc wearing an 
"Ask Me About Dakota" button, they are paid $5.00. If store persormel get a 
consumer to purchase Dakota instead of Marlboro in the presence of an RJR 
salesman, they receive $50.00. In June, packings of Dakota in the original 
test market sites were increased by adding 100 mm packings for both the full 
flavor and lights versions. Based on test market results to date for the soft 
pack entries, this brand would not seem to constitute a threat. 
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The last product to be discussed is Horizon. Horizon was initially 
introduced into test market in Atlanta, Georgia, in June, 1990. At that time 
it was the first attempt to market the concept of "the first cigarette that 
smells good" in a full circumference presentation. Horizon generates a 
vanillin-smelling sidestream aroma generated through the thermal decomposition 
of ethylvanillin glucoside which has been coated onto the paper. Chelsea, a 
23 mm product which utilized the same technology, had already been introduced 
into three test markets. Performance of Horizon in Atlanta was judged to be 
sufficiendy good, 0.4 market share, to warrant the addition of two additional 
test markets - St Louis, Missouri, and Dallas, Texas, in March, 1991. It is 
too early at this time to obtain any meaningful read-out as to how Hmizon is 
doing in the new test markets. Chelsea has not performed as well in test 
market and it is being withdrawn. Despite the low market share achieved by 
Horizon, it is possible that it is high enough to allow Reynolds to profitably 
introduce this product natioiudly. If they do go national with the product 
it is likely to be some time in late 1992. 

3. Changes to Existing Brands 

Reynolds has made extensive changes to their existing brands during the past 
twelve months. The two most significant changes are diat they are now using wood 
pulp papa- on all of their brands with the exception of Now, and they have 
significantly decreased the level of ET in many of their brands. Conversion fiom 
flax to wood pulp paper has been phased in gradually, starting in August, 1990, and 
completed in April, 1991. The change fiom flax to wood pulp papa* is primarily a 
cost-saving measure. On average, wood pulp paper runs about $0.07 less per thousand 
cigarettes than does flax. On the other hand Reynolds has utilized the fact that 
wood pulp paper is whiter than flax paper to promote the image of higher quality for 
Winston in their advertising. It is intmcsting to note that we have been able to 
determine if the wood pulp paper on a Reynolds cigarette is obtained domestically or 
fiom a European supplin’. Precipitated calcium carbonate can be obtained in two 
morphological forms - calcite or aragonite. Domestic chalk is always exclusively 
100% calcite. Both domestic suppliers take great pains to eliminate aragonite from 
their calcium carbonate, since aragonite has a greater tendency to dust European 
suppliers, on the other hand, use mixtures of the two forms. Most of them prefer to 
include some aragonite in their chalk because aragonite tends to have greater 
whiteness. We have picked up both types of papers on Winston in the past few months. 

The second major change is the reduction of ET in some of their brands. This 
change staned in late 1990, and appears to be continuing. Reductions are all about 
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5%, i.e., from 21 to 16%, from 16 to 12%, and from 12 to 7%. Reduction of ET in 
their brands is most likely a result of the fact that freon 11, the agent they use 
for expanding their tobacco, must be phased out of use by the year 2000 according to 
the Montreal protocol. Although they could continue to use it tu this time, there 
are two compelling reasons to attempt to use as little as possible. The first is 
cost One result of the Montreal protocol is to impose a tax, which increases each 
year, on the sale of freon. As a consequence, freon 11 cost has increased in the 
last year from $0.95/lb to $2.37/lb. The second reason involves potential advene 
publicity. The reduction of expanded tobacco increases tobacco weight and Reynolds 
has clearly taken a significant weight increase on all brands they have changed to 
date, in many cases by considerably mote than would be expected based simply on the 
decrease of ET. The additional weight increase may be an attempt to improve quality 
(firmness), ot it may be a consequence of the need to use less expensive robaccos 
(see below). The increase in weight would be expected to have a significant cost 
effect Some of the cost effect is mitigated by the fact discussed above, that 
freon costs have increased significantly. In addition there is information that 
Reynolds is keeping costs down by the use of less expensive tobacco. Although there 
is some speculation that Reynolds can afford to use less expanded tobacco because of 
the large number of steaming tunnels, installed in Tobaccoville when it was built 
which allow the total filling power of the blend to be increased to some extent the 
fact that they did take significant weight increases suggests that this effect is not 
large. Lastly, it should be noted that Reynolds has licensed the PM USA DIET 
process, and should have their own DIET facility on-line in late 1991. 

The decrease in ET levels discussed above is not the first major change RJR 
has made to their tobacco weight and density in the last few years. In late 1988 
they took an across-the-board weight increase of about 5%, and in mid-1990 ET on the 
most of their brands was reduced about 4-5 percentage points. These changes were 
made with a minimum effect on tar and nicotine deliveries as well as puff count The 
current reduction in ET for Reynolds’ brands has been accompanied by changes in tar 
delivery, nicotine delivery, and puff count Some of these changes are quite 
significant and appear to be far greater than would result simply fix>m the changes 
in ET and tobacco weight Moreover, there is no consistency in these changes. Tar 
delivery can increase (Winston 85), decrease (Winston Lights 100 Box), or remain the 
same (Winston Lights KS Box). Tar/puff either remains the same or decreases. 
Nicotine delivery tends to follow the same trend as tar delivery, although Winston 85 
shows an increase in nicotine/puff. Puff count invariably increases. At this time 
the logic behind these changes is difficult to understand. As already mentioned, 
nicotine/puff increases for Winston 85. Could this be an attempt to provide the 
smoker more nicotine which might be regarded as a competitive advantage? Possibly; 
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however, no other brand was changed in this manner. The fact that puff count 
increased mi^t have been an attempt to decrease mass bum rate; however, in most 
cases the increase in tobacco weight negates the increase in puff count It does 
appear that for three brands, there may be a decrease in mass bum rate. An increase 
in puff count could be a consumer issue; L e., more puffs for your money. If this 
is die case, they do not seem to be using it as a marketing tool. However an increase 
in puff count as a quality advantage has been mentioned by RJR personnel in a number 
of recent articles discussing these changes. At this point all we can do is monitor 
the situation extremely closely and continue to obtain more information. Data 
outlining the changes in cigarette construction and cigarette properties for those 
brands which have been changed in the past twelve months are given in Table 1. 

4. RJR Brand Performance 

Reynolds sales, based on the second quarter Maxwell Report, have declined 
almost 9.1% year-to-dam for the first six months of 1991 as compared to the 
corresponding period in 1990. Although full margin brands, particularly Winston 
(17.4%) and Vantage (15.8%), have experienced the greatest decline, even Reynolds’ 
price value brands are not performing well compared to the growth of price value 
overall. RJR’s total price value sales increased by 13.0% compared to an increase of 
43.0% for the remainder of die industry. The performance of Reynolds’ major full 
margin brands over die past twelve months is shown in Figure 1, while the peifonnance 
of their major price value brands is given in Figure 2. 

In order to attempt to increase market share, Reynolds repositioned both Magna 
and Sterling as sub-generics in May, 1991. This move will result in the immediate 
increase in the penetration of this price tier in Nielsen stores from 77% to about 
88%. This increase in penetration will bring the segment to environment that thus 
far had resisted sub-generics, and will likely afford distribution opportunities for 
other third tier brands, including Bristol. Although this move is a potential threat 
to PM brands, Reynolds is currently not expending a great deal of marketing effort to 
promote this repositioning. One step which has been taken to promote these brands in 
some areas is the use of $1.00 coupons. In some areas Magna is selling for as little 
as 69 cents a pack and $6.50 a carton. 

More suiprising than the repositioning of Magna and Sterling is the fact that 
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Table 1 

niysical and Smoking Parameters for RJR Brands 
Brands Repotted in January, 1991 


FTC Tar (mg/cigt) 
Nicotine (mg/cigt) 
Puffs/cigt 
Tai/puff 
Nicodne/puff 
Total RTD (mm 1120) 
Paper component (%) 
Permeability (Coresta) 
Filter RTD (mm H20) 
Fiber denier 
Ventilation (%) 

Tob. wL (g) 

ET(%) 


FTC Tar (mg/cigt) 
Nicotine (mg/cigt) 
Puffs/cigt 
Tar/puff 
Nicotine/puff 
Total RTD (mm H20) 
Paper component (%) 
Permeability (Coresta) 
FUterRTD(mmH20) 
Fiber denier 
Ventilation (%) 

Tob. wL (g) 

ET(%) 


Winston 85 


Old 

New 

15.8 

19.3 

1.09 

1.56 

8.3 

9.9 

1.88 

1.95 

0.13 

0.16 

118 

98 

0.5 

0.5 

24 

25 

78 

65 

3.6 

3.1 

7 

18 

0.712 

0.752 

12 

7 


More 120 


Old 

New 

15.4 

17.5 

1.12 

128 

11.4 

12.6 

1.35 

1.39 

0.13 

0.16 

167 

159 

1.2 

1.2 

15 

16 

118 

115 

4.7 

5.4 

31 

31 

0.721 

0.734 

16 

12 


Mnston Ultra Lights 


Old 

New 

6.3 

6.4 

OJl 

0J3 

7.1 

8.5 

0.89 

0.75 

0.07 

0.06 

119 

118 

12 

OJ 

25 

24 

128 

128 

2.4 

2.4 

46 

46 

0.605 

0.651 

21 

16 


More Menthol 120 

Old 

New 

14.7 

18.3 

1.18 

1.42 

11.6 

13.1 

127 

1.40 

0.07 

0.06 

161 

156 

1.1 

1.3 

16 

16 

117 

116 

4.9 

5.4 

32 

30 

0.720 

0.738 

16 

12 
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Table 1 • Continued 

Physical and Smoking Parameters for RJR Brands 

Doral FF100 Salem Ugfats 85 



Old 

New 

Old 

New 

FTC Tar (mg/cigt) 

14.4 

16.1 

9.5 

10.4 

Nicotine (mg/cigt) 

1.03 

1.20 

0.70 

0.78 

Puffs/cigt 

8.1 

8J 

7.1 

15 

Tar/puff 

1.78 

1.89 

1.34 

1.39 

Nicotine^uff 

0.12 

0.14 

0.10 

0.10 

Total RTD (mm H20) 

129 

129 

126 

130 

P^xa- component (%) 

0.5 

0.5 

0.9 

0.9 

Permeability (Cmesta) 

23 

24 

37 

35 

FUterRTD(mmH20) 

83 

80 

107 

110 

Fiber denitt 

2.5 

2.5 

3.4 

3.4 

Ventilation (%) 

0 

0 

21 

22 

Tob. wt (g) 

0.698 

0.727 

0.633 

0.674 

ET(%) 

25 

21 

16 

12 


Brands Reported in April, 1991 



Vantage 100 


Old 

New 

FTC Tar (mg/cigt) 

9.6 

9.4 

Nicotine (mg/cigt) 

0.75 

0.74 

Puffs/cigt 

9.2 

11.1 

Tar/puff 

1.03 

0.86 

Nicotine/puff 

0.08 

0.07 

Total RTD (mm H20) 

135 

117 

Paper component (%) 

0.9 

0.5 

Permeability (Corcsta) 

37 

23 

Filter RTD (mm H20) 

121 

122 

Fiber denier 

2.6 

2.4 

Ventilation (%) 

35 

51 

Tob. wt. (g) 

0.771 

0.841 

ET (%) 

16 

12 
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Table 1 • Continued 

Physical and Smoking Parameters for RJR Brands 
Brands Reported in June, 1991 



WinstCMi Lights KS Box 

Winston Lights 1(X) Box 


Old 

New 

Old 

New 

FTC Tar (mg/cigt) 

9.9 

9.9 

10.9 

9.5 

Nicotine (mg/cigt) 

0.69 

0.74 

0.82 

0.77 

Puffs/cigt 

7.7 

8.8 

9.2 

10.3 

Tar^ufif 

1.28 

1.12 

1.18 

0.92 

Nicotine^uff 

0.09 

0.08 

0.09 

0.07 

Total RTD (mm H20) 

140 

143 

145 

124 

Paper component (%) 

0.5 

0.5 

0.5 

0.6 

Permeability ((3oresta) 

27 

24 

38 

41 

Filter RTD (mm H20) 

114 

117 

120 

120 

Fiber denier 

2.1 

3.0 

3,1 

3.4 

Ventilation (%) 

17 

23 

19 

37 

Tob. wt (g) 

0.619 

0.693 

0.733 

0.778 

ET(%) 

12 

7 

12 

7 



Winston Lights 100 

Camel Lights 100 


Old 

New 

Old 

New 

FTC Tar (mg/cigt) 

11.2 

11.4 

11.5 

11.4 

Nicotine (mg/cigt) 

0.83 

0.85 

0.85 

0.84 

Puffs/cigt 

9.5 

10.4 

95 

10.1 

Tar/puff 

1.18 

1.10 

1.20 

1.13 

Nicotine^uff 

0.09 

0.08 

0.09 

0.08 

Total RTD (mm H20) 

113 

113 

111 

113 

Paper component (%) 

05 

0.5 

0.5 

0.5 

Permeability (Coresta) 

40 

40 

38 

39 

Filter RTD (mm H20) 

91 

104 

90 

93 

Fiber denim* 

2.6 

3.3 

2.6 

2.6 

Ventilation (%) 

26 

33 

26 

27 

Tob. wt. (g) 

0.775 

0.800 

0.771 

0.796 

ET (%) 

12 

7 

12 

7 
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Table 1 • Continued 

Physical and Smoking Parameters for RJR Brands 



DoralKS 

Menthol 

Doral 1(X) Menthol 


Old 

New 

Old 

New 

FTC Tar (mg/cigt) 

16.9 

17.3 

16.0 

16.8 

Nicotine (mg/cigt) 

1.22 

1.25 

1.22 

1.26 

PufFs/cigt 

8.2 

9.3 

8.6 

9.6 

Tar/puff 

2.06 

1.86 

1.86 

1.75 

Nicotin^puff 

0.15 

0.13 

0.14 

0.13 

Total RTD (mm H20) 

105 

106 

122 

122 

Paper component (%) 

0.5 

0.5 

0.5 

0.5 

Permeability (Coiesta) 

25 

25 

25 

24 

RlterRTD(mmH20) 

64 

64 

74 

73 

Fiber denier 

3.0 

3.0 

2J 

2.5 

Ventilation (%) 

8 

12 

Ntme 

7 

Tob. wt (g) 

0.665 

0.738 

0.711 

0.812 

ET(%) 

21 

16 

21 

16 
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Reynolds is cunently bringing Doral to a sub-generic price point in a select group 
of independent accounts in New England (Maine, New Hampshire, and Massachusetts) and 
Texas. Payment is made to retailers with either cash or coupons. Whether they 
intend to extend this strategy or not remains to be seen. 

S. R&D Organization 

Infmmation obtained from two different sources Clearly confirms the fact 
that the RJR Tobacco Research Center is declining in numbos. Unpublished 
information indicated a size of 750, which is reasonably ctmsistent with a size of 
687 reported in the "Directory of American Research and Technology, 1991." This 
number has been broken down into 401 professionals, 87 of whom have doctorates, and 
286 technicians and auxiliaries. Despite the fact that this number of 687 is 
published, it is self-reported, and therefore should not be assumed to be exactly 
correct RJR recently announced that they had eliminated 200 positions within RJR 
Tobacco in ^^ston-Salem. Of the 200 positions, 150 woe hourly workers, while 50 
were executive and administrative personnel including supervisors, engineers and 
office staff. One local newspaper indicated that R&D had been particularly hard hit 
We have information which indicates that 25-35 of those who were let go came from 
R&D. Most if not all of these individuals, were enginem. A large majority of the 
employees left of their own volition to take advantage of new severance and early 
retirement benefits. The new terms for early retirement now apply to worken over 
age 50 with at least 10 years of service. Severance pay was set at two weeks pay for 
each year of service. In the white collar area, about one-third of those who left 
did so voluntarily, while the remaining two-thirds simply had their jobs eliminated. 
Taking this most recent change into account, our current estimate for die RJR R&D 
staff is about 650. It would appear that the number will continue to shrink, perhaps 
by as many as 75, in the near future. 

Even with the recent cuts within RJR’s R&D Department, their staff is still 
larger than PM USA R&D. It is considerably larger when placed on a per cigarette 
sold basis. A direct comparison is difficult to make because the numbers quoted do 
not include any contribution for RJR IntemationaL On the other hand, their 
Research Center does include a "Smoking and Health Group" and Engineering and Leaf 
functions which are not included in the PM USA R&D Department These adjustments 
have been made to obtain a direct functional comparison in Table 2, and the final 
number is normalized on a per cigarette sold basis. As can be seen from Table 2, the 
RJR Research Center is still considerably larger than that at PM USA. 
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Table! 

Comparison of RJR and PM USA Research Goiter Headcount on an Adjusted Basis 



RJR 

PM USA 

Nominal 

650 

577 

-RJR Leaf Function (15) 

635 

577 

-RJR Engineering Function (20) 

615 

577 

-PM USA Service to PMI (14) 

615 

563 

+PMUSAINBIFO(112) 

615 

675 

Headcount per Billion Units Sold Based 
on Previous 12 Month Volume 

4.17/bmion 

3.05/billion 
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One significant change has taken place within the executive management group 
of die RJR Research Center. Bob DiMarco, Senior Vice President, Research and 
Develt^ment, now reports diiecdy to James Johnston, CEO of R. J. Reynolds Tobacco, 
rather than to David K. Isbister, Executive Vice President, Manufacturing and 
Technology. Apparendy this change was made at the request of Mr. Johnston to enable 
him to become more familiar with the RJR Research Center. It is sdll rumored that 
DiMarco will retire in late 1991 or in 1992. At present his most likely replacement 
would appear to be Dr. Gary Burger, Vice President, Advanced Technology Products. 
Burga’’s influence within R&D seems to have increased, and there are indicadons that 
both Mary Stowe, Vice President, Product & Applied Technology, and Robert Lloyd, Vice 
President, New Product Technologies, report direcdy to Burger. Both A. W. Hayes, 
Vice President, Biological R&D, and W. M. Hildebolt, Vice President, Administrative & 
Technical Services, continue in their previous positions. 

Biological R&D is divided into two Directorates, Biobehavioral & Sensory 
Evaluation, and Toxicology Research. Biobehavioral & Sensory Evaluation consists of 
three Divisitms: Environmental Tobacco Smoke, Biobehavioral Research, and Sensory 
Evaluation. Toxicology Research is also divided into three Divisions: Applied 
Toxicology, Pharmacology Research, and Cellular & Molecular Biology. Mana^ment 
personnel we have identified to date in this area are J. H. Reynolds, Mam^ of 
Biobehavioral Research; M. R. Savoca, Manager of Sensmy Evaluation; P. A. Crooks, 
Managerof Applied Toxicology, and J. D. deBethizy, Manager of Phaimacolt^ Research. 
There are indications that RJR will no longm: carry oitt an active research program in 
the area of environmental tobacco smoke. Apparently Guy Oldako:, the Senior 
Scientist in the ETS area, has been requested to find another area of research. The 
ETS group was a relatively large group consisting of at least twelve individuals, 
some of whom are quite prominent RJR scientists. 

Product & Applied Technology consists of three Directorates, Brands 
Technology, Brands R&D, and Basic Research. Brands Technology consists of two 
Divisions: Flavor Technology and Product Design Technology. W. M. DuFour is the 
Director of Brands Technology, and B. M. Lawrence is the Manager of Flavor 
Technology. Brands R&D consists of three Divisions: Tobacco Standards, Brands R&D, 
and Statistics. R. L. Willard is the Director of Brands R&D, J. M. Rivers is the 
Manager of Tobacco Standards, and L. J. Inman is the Manager of Brands R&D. Lastiy, 
Basic Research also consists of three Divisions: Analytical C3iemistry, Aerosol 
Research, and Chemical Research. J. F. Elder is the Manger of Analytical Chemistry, 
B. J. Ingebrethsen is the Manager of Aerosol Research, and J. P. Dickerson is the 
Manager of Chemical Research. It is possible that emphasis on aerosol research at 
RJR is declining. At least two of the key people in the Division have been moved in 
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the last year or so. David Townsend, a Master Scientist, was previously moved to 
head a group woiidng on Advanced Technology Products. Janet Wheeler has been made 
Managor of R&D Planning. It is worthwhile to note that time are two Program 
Managers who report to the Manager of Chemical Research: R. A. Heckman, Program 
Manager of Organic Chemistry, and a Program Manager of Radiochemistry. Despite the 
fact that there would appear to be a moderately sized organic chemistry group, we 
have recently learned that at this time there is only one practicing organic chemist 
at the RJR Research Cenm. This individual is Dwo Lynm, who is currently wmidng in 
the area of radiolabelled synthesis. It is not known at this time whether the 
organic chemistry group has been disbanded, or if tiie members of the group are 
working on other projects. We do know that Tom Perfetti, who is currently listed as 
a member of the organic chemistry group and is a Master Scientist, is no longer 
working in this area. 

New Product Technology is Divided into two Directorates: Product Technology & 
Development,andProcessTechnology&DevelopmentProductTechnology&Development 
has four Divisions: Mechanical Fabrication, Applied Packaging Technology, Materials 
Development, and Development M. G. Woempner is the Group Manager of Mechanical 
Fabrication, J. P. Butler is the Manager of Applied Packaging Technology, L. H. 
O’Connor is the Manager of Materials Development and M. D. Shannon is the Manager of 
Development Process Technology & Development is divided into five Divisions: 
Process R&D, Manufacturing Process Engineering, Process Development Process 
Engineering, and Optical Technology. D. R. Pugh is the Director of Process 
Technology & Development G. D. Culp is the Manager of Manufacturing Process 
Engineering, and R. A. Merricks is the Program Manager of Process Engineering. 

Administrative & Technical Services is divided into two Directorates: 
Technical Services and Administrative Services & Agricultural Sciences. Technical 
Services is divided into four Divisions: Scientific Information, Analytical Services, 
Quality Assurance and R&D Planning. H. C. Threatt is the Director of Technical 
Services, B. T. Hodge is the Manager of Analytical Services, and J. P. Wheeler is the 
Manager of R&D Plaiming. C. T. Mansfield, who reports to tiie Manager of R&D 
Planning, handles the RJR R&D competitive intelligence function. Administrative 
Services & Agricultural Sciences is divided into three Divisions: Safety/Maintenance 
Engineering, Agricultiual Sciences, and Personnel Administration. B. V. Hardin is 
the Director of Administrative Services & Agricultural Sciences, D. L. Davis is the 
Manager of Agricultural Sciences, and S. Clapp is the Manager of Personnel 
Administration. 
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The full organization chart for the RJR Tobacco Research Center is included at 
die end of this sectira (Attachment 1). Also inckided is a complete list of all of 
their R&D employees, in alphabetical order, including individuals who have since left 
the company as well as individuals who have not yet been assigned to a specific group 
within the organization. 

Two otha* points we have learned about die R&D organization are worth noting. 
The first is that as we had previously surmised, the R&D Computer Application 
Division is quite small compared to PM USA. The group consists of a total of about 
twelve individuals, two-thirds of which are professionals. The other point is that 
the RJR Research Center is now organized by major programs, seemingly much as is the 
PM USA Research Center. There are about ten major programs. Chemical Senses is one 
of the major programs. We do not have firm identification of any of the others; 
however, we can surmise that an optical processing program, aerosol research, and two 
or three product and process development programs are included. 

6. Patents and Publications 

Reynolds ccmtinues to be extremely active with respect to patenting. In the 
twelve month period from July 1, 1990, to June 30, 1991, they had 41 issued US 
patents, 14 EPO Publications, 1 Canadian parent, and 1 UK parent The speculation 
made last year that' the small number of EPO Publications assigned to Reynolds 
suggested a decline in parents for future years does not seem to have been borne out 
as of yet The caregoty with the largest number of parents is still improvmnents to 
Premier (8 US patents and 3 EPO Publications). There are five US parents in the area 
of on-line inspection devices. These parents include techniques such as optical 
inspection devices, infra-red radiation for the detection of loose ends, a sensing 
device to derea metal in a cigarette, and a near infra-red technique to determine 
menthol. The only other category with more than four parents involves non-burning 
articles, with two US parents covering electrical devices and tiiree US parents 
covering chemical devices. 

Several of these patents are of strategic importance. The two US patents 
describing electrical devices, US 4,947,874 and US 4,947,875, describe essentially 
identical devices with different uses. US 4,947,874 teaches the use of the device as 
an "electric cigarette," while US 4,947,875 describes the article as an aerosol 
delivery device. Reynolds continues to work in the area of reduced sidestream smoke 
cigarettes. One of the patents, US 4,941,485, describes a low sidestream cigarette 
which uses what is essentially the Ecusta magnesium hydroxide low sidestream wrapper, 
while US 4,998,541 claims a wrapper similar to that used above with the incorporation 
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of an alkali metal salt in the wrapper. A patent of particular significance, US 
4,941,486, covers the use of any thermally labile flavor-ielease system applied to 
cigarette paper for the pmpose of modifying sidestream aroma. This patent is of 
concern to PM USA because it has extremely broad coverage. US 4,979,521 claims a 
method for the high speed manufacture of cigarette rods of controlled integrity by 
way of a process which introduces water through the tongue. US 4,962,774 teaches a 
method for the production of reconstituted tobacco with ammonia incorporated therein, 
an area which has been of interest to PM USA for smne time. US 4,962,773 describes a 
method for expanding tobacco after the cigarettes have been made using supercritical 
propane, while US 5,012,826 describes a similar method using a mixture of 
supercritical propane and carbon dioxide. US 4,971,077 teaches a method for on-line 
monitoring of menthol in tobacco using a near infra-red technique. US 4,995,405 
discloses a technique for directly inserting a liquid into the tobacco during 
cigarette manufacturing. This is the second patent claiming such a method that 
Reynolds has obtained. EP 404,473 teaches a method for expanding tobacco using 
sulfur hexafluoride. 

There is a group of four EPO Publications (419,733; 419,974; 419,975; and 
419,981) which describe smoktfole fillers - mixtures of tobacco with otiier matoials 
such as calcium carbonate, pyrolyzed cellulose, ete. These patents are of interest 
because the cigarettes claimed using these fillers are specified to have low porosity 
wrappers (5 Coresta). Since no claim fw reduced sidestream smoke is made for these 
cigarettes, it is reasonable to assume that the low porosity wrappers are used to 
provide lower bum rate and, therefore, lower ignition propensity. It is possible 
that RJR may attempt to use an "extended" tobacco in low bum rate cigarettes, if 
such cigarettes are mandated, in order to cut costs. A list of all of the RJR 
patents classified by subjea is shown in Table 3. 

R. J. Reynolds had 23 publications for the period starting rm July 1, 1990. 
The three areas with tire most publications are toxicology (5), analytical chemistry 
(4), and smoke cherrustry (4). Two of the toxicology papers and two of the smoke 
chemistry papers deal with Premier. The subjects of the remaining publications are 
as follows: biochemistry (3), chemical senses (2), entomology (1), ignition 
propensiQr (1), nitrosamines (1), aerosol research (1), and ETS (1). It is 
interesting to note the fact that there was only one ETS publication. It should also 
be noted that the ignition propensity publication is the first on this subject from 
RJR. 


Reynolds may be doing more than simply publishing in the area of ignition 
propensity (also, see above). A recent Winston Lights model which was mail-out 
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Table 3 

RJR Tobacco Patents from July 1,1990, to June 30,1991 


Premier Type Articles 
8 US Patents 
3 EPO Publications 

Non-Burning Articles 
5 US Patents 

Reduced Sidestream Qgarettes 

3 US Patents 

Reconstituted Tobacco 
2 US Patents 

Smokable Pillars 

4 EPO Publications 

Solvent Removal of Nicotine 
1 US Patent 

Cigarette Testing Equipment 
1 US Patent 

Tobacco Sparging 
1 US Patent 

Qgarette Filters 

1 US Patent 

2 EPO Publications 

Automated Warehouse Placement System 
1 EPO Publication 

Tobacco Extracts 

1 EPO Publication 


Expanded Tobacco 
3 US Patents 
1 EPO Publication 

On-Line Inspection Devices 
5 US Parents 

Sidestream Odor Modification 

1 US Parent 

Tobacco Processing 
3 US Parents 

Cigarette Manufacturing Technology 

2 US Patents 

Chemical Senses 
1 US Parent 

Tobacco Processing Equipment 
1 EPO Publication 

Variable Dilution Hirer 
1 US Parent 

Advertising Devices 
1 US Parent 
1 UK Parent 

Automated Cargo Loading System 
1 US Parent 

Tobacco Testing Equipment 
1 US Patent 
1 EPO Publication 
1 Canadian Parent 
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tested in June used a wrapper with a base porosity of 10 Gnesta (calculated) which 
had been perforated to 120 Coiesta. This base porosity was calculated using the PM 
USA R&D design program and adjusting the base porosity, after all other changes were 
made, to best {^proximate tar delivery, nicotine delivoy, and puff count Despite 
the fact that this cigarette contains no expanded tobacco, calculated mass bum rate 
has decreased from S7 to 45 mg/min. It is likely that the wnq)per was perforated in 
an attempt to improve the subjectives of a cigarette which utilizes a low porosity 
paper. The observed cigarette delivery and construction parameters for a standard 
Winston lights KS and the cigarette used for mail out testing, as well as the 
calculated values using the design program, are given in Table 4. The possibility of 
RJR beginiting to move toward low ignition prqwnsity cigarettes should be monitored 
carefully. 

RJR’s technical strategy appears to be somewhat better defined by their 
patents then it has been in previous years. One observation that is quite striking 
is the number of patents, utilizing a number of different techniques, dealing with 
on-line monit(»s. It would appear that they consider process monitoring within their 
factories to be a strategic goal. They also have devoted considerable effort to the 
area of tobacco processing to obtain natural tobacco "flavor concentrates." This 
material could be utilized in a Premier type article, a non-burning article, an 
ultra-low delivery cigarette, oc a low bum rate cigarette. They continue to patent 
new aspects of a Premier type article. It would appear that they are continuing to 
work in this area and still consider the development of a product of this type to be 
a strategic goal. 

7. RJR Products Using New Technology 

RJR is clearly working in three areas involving products which incmporate new 
technology. The first, which is already in test maticet, is Horizon - a product which 
incorpotates a flavor-release agent in the cigarette p^rer (ethylvanillin glucoside) 
which releases ethylvanillin to produce a vanilla odor in the room when these 
cigarettes are smoked. The specific technology used in Horizon was actually 
developed by Ecusta, although Reynolds had done some work in the area of flavor- 
release compounds in the past The fria that they had worked in this area at one 
time allowed them to obtain broad patent coverage on this technology which may cause 
problems for PM. The second type of product is a low sidestream cigarette. We are 
aware of the fact that Reynolds mail-out tested at least one low sidestream cigarette 
in late 1990 or early 1991. Once again, the technology utilized for this product was 
developed at Ecusta, and once again Reynolds was able to obtain patent coverage, 
although specific coverage, on Ecusta’s technology. Lastly, as mentioned above. 
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Table 4 

Observed and Calculated Data for an Unidentified 84 mm Cigarette 
Mail-Out Tested by RJR 



Winston Lights 

Unidentified 

Unidentified 


King Size 

King Size 

King Size 


(84 mm) agarette 

(84 mm) Qgarette 

(84 mm) Ggarette 


Observed 

Observed 

Calculated 

Butt Length (mm)' 

38 

38 

38 

FTC Tar (mg/cigt) 

9.1 

10.4 

9.8 

Nicotine (mg/cigt) 

0.66 

0.79 

0.72 

Puffs/cigt 

7.3 

8.8 

9.5 

Cigarette RTD (mm H20) 

120 

114 

114 

Cigarette Length 

83.7 

83.7 

83.7 

Static Bum Time (min)* 

7.8 

ND* 

10.2 

Mass Bum Rate (mgAnin)* 

57 

ND 

45 

Circumference (mm) 

24.9 

24.8 

24.8 

WrappCT exponent Type 

cit 

ND 

cit 

Component Percent 

0.4 

ND 

0.4 

Permeability (Gnesta) 

36 

120* 

120(10) 

Filter Type 

CA 

CA 

CA 

RTD(mmH20) 

95 

108 

100 

Filter Length (mm) 

26.9 

26.7 

26.7 

Weight (g) 

0.17 

0.17 

0.17 

Fiber denier 

2.8 

3.2 

3.2 

Ventilation (%) 

18 

22 

22 

Tobacco Weight (g) 

0.627 

0.657 

0.657 

Rod Density (g/cc) 

0.224 

0.233 

0.236 

ET(%) 

12 

None 

None 


‘ The presence of overtipping yields an effective butt length of 38 mm; the Winston Lights 
KS was smoked to 38 mm, and the calculation was done on the same basis. 


* Calculated for Winston Lights KS. 

’ ND = not determined. 

Paper is perforated to 120; base paper Coresta calculated to optimize tar and puff count 
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Reynolds continues to work on Premier. It is worthwhile noting that Reynolds appears 
to be depending heavily on vendors, and oUict outside sources, to develop much of 
their technology. 

8. Strengths and Weaknesses 

A list of strengths and weaknesses is shown in Table 5. RJR continues to 
remain strong in the areas of toxicology/biochemistry, biobehavioral science, 
analytical chemistry, and process development They have expanded tiieir efforts in 
optical inspection devices to cover sevoal different types of on-line inspection. 
They have also devoted considerable time and effort to the area of nicotine 
pharmacology. As mentioned above, they are apparently discontinuing their effort in 
ETS; consequently, this item has been removed from the list of strengths. 

RJR’s R&D Centn* continues to remain weak in both orgaiuc and inorganic 
chemistry. The effort devoted to materials science that had been btdlt up during the 
work on Premier has been eliminated, and many of the staff members working in this 
area are no longer with the company. They still depend on their vendors fw the vast 
majority of research and development efforts involving cigarette and tipping papers. 
We have suspected for some time that RJR had discmitinued their excellent work in the 
area of natural products chemistry, and that fact was confirmed this year. RJR 
continues to fmce their suppliers to adopt pricing policies which provide RJR the 
most favorable terms. In addition, RJR has made a number of product changes to save 
money. Not only have they converted the majority of their products from flax to wood 
pulp paper, they have also substituted sorbitol for glycerine in order to lower 
costs. Lastly, we have considerate evidence that morale at the Research Ctentor is 
extremely low. The staff is conconed that additional lay-offs could come at any 
time, and there is also concern that on-going programs could be discontinued. As a 
matter of fact, morale throughout all of RJR is poor. There have been problems in 
the factories caused by employees contaminating tobacco widi items such as plastics. 
RJR has recently adopted a policy for all visitors to their factories that no item, 
other than prescription eyeglasses, can be carried in their shirt pockets. 

9. Conclusions 

It would appear that RJR Tobacco is more vulnerable now that they have been in 
at least five years. It is true that they have managed to do a number of things 
quite well. They have been particularly asmte in managing the finances of the 
company. RJR has been able to retire a considerable amount of high interest debt 
Since June, 1990, the company has retired $9 billion of its highest coupon debt 
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Tables 


RJR Tobacco R&D Straigths and Weaknesses 


Strengths: 

Toxicology/Biochemistry 
Biobehavioral Science 
Analytical Chemistiy 
Process Development 
On-line Inspection Devices 
Nicotine Phannacology 

Weaknesses: 

Organic and Inorganic Chemistry 
Materials Science 
Paper Technology 
Natural Products Chemistry 
Relationships with Suppliers 
Staff Morale 
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RJR’s debt-to*total-equity ratio now stands at 2.7:1, down fitom 4.4:1 at tbe end of 

1990. They have accomplished this not only through the issue of lower inioest debt 
including prefented stock, but also through the issue of common stock (725 million 
shares since 1990) which is currently paying no dividend. These moves have reduced 
their debt services payment from $1,554,000,000 in the first six months of 1990 m 
$1,142,000,000 in the first six months of 1991. In addition they have an advantage 
over PM with respect to their cost in producing cigarettes. A study conducted last 
year indicated that RJR has variable production costs $0.47Ahousand less than PM 
USA. They remain committed to growing their tobacco business. James Johnston, CEO of 
RJR Tobacco, has publicly stated that RJR Tobacco’s ten year goal is to pass Philip 
Morris in the sale of full margin cigarettes by the end of the 90’s. They are 
clearly continuing to maintain an active Research Center, however, there is evidence 
that significant cutbacks will occur. 

Despite these positive factors, there are considerable problems. It has 
already been mentioned that RJR Tobacco’s sales, particularly for full margin brands, 
are down considerably. Therefore, the money saved through reduction of debt has had 
little impact due to money lost because of decreases in sales. RJR’s produa 
strategy during the past twelve months has not been particulaily successful; whereas, 
Philip Morris’s strategy would appear to be quite successful. RJR has been forced to 
spend considerable money in introducing a rather large number of brands both 
nationally and in test market None of these introductitms, at this time, appear to 
be winners. Although it is too early to predict how well Marlboro Medium will do, 
initial indications are quite promising. Although the majority of those who switch 
into Marlboro Medium may already be Marlboro smokers, there is reason to believe that 
the brand will attract a number of Reynolds smokers as well. The strategy behind the 
introduction of Cambridge and Bristol Lowest appears to be working. As soon as these 
cigarettes were introduced into Region 2, RJR started promoting Now with $2.00 
coupons. This is the first time RJR has ever couponed Now, and it represents a loss 
of $10.00/lhousand. The frequent and extensive reformulation of their current brands 
could pose a problem. If Reynolds smokers feel that their cigarette has changed, 
they may be more inclined to try other brands. Lastly, RJR is not positioned well 
intematicmally. Their direct export business has not kept pace with PM or B&W, and 
they are clearly not getting their share of the growing international market RJR’s 
world market share estimated for 1990 was only 4.9% compared with 11.0% for PM. 
Although they reported a 28% gain in international sales for the first six months of 

1991, this figtire reflects dollar sales value rather than units, and it is influenced 
by price increases and exchange rate fluemations. They are also not taking 
advantage of any synergies which might have been expected when the International 
laboratory was moved to Winston-Salem. The two businesses are run completely 
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separately, and no attempt is made to minimize differences for brands which are 
marketed both domestically and internationally. Consequently, RJR is not in a 
position to claim that Winston is ctmsistent throughout the world as PM has managed 
to do with Marlboro. 

As a consequence of all of the above, it would seem reasonable to recommend 
that PM USA adopt an aggressive strategy vis avis Reynolds’ brands. We have already 
completed product development work in the area of ultra low delivery products which 
will force Reynolds to protect Now. We should be equally aggressive in the 
production and marketing of a non-filter price value brand which will force them to 
protect Camel non-filter. Other possibilities would be the repositioning of a full 
margin brand marketed so as to take share fiom Camel, and a third tier menthol brand 
positioned to take share from Salem. 

Brown & Williamson 

1. Highlights 

Brown & Williamson has had a financially successfiil year to date, as did its 
parent company BAT. First quarter results for BAT showed an increase in sales of 2% 
compared to the first quarter of 1990, an increase in pre-tax profits of 40%, and an 
increase in earnings per share of 45%. Worldwide cigarette volume for BAT rose by 
2%, and their share of the global market has increased to 103% Although BAT’s CEO 
has warned shareholders that second quarter results may not be quite as good as the 
first quarter results, he also indicted that the company should do quite well for all 
of 1991. 

Despite a good financial performance, B&W’s market performance has suffered. 
Brown & Williamson has had the second largest decline in unit sales among domestic 
manufacturers for the first half of 1991. As expected, a sharp decrease in full 
margin sales is responsible for this decline. B&W has recently announced plans to 
test market a "Kool Gassic" with a new advertising campaign in the near future. B&W 
is particularly active in direct export Approximately 40% of the cigarettes 
manufactured in the US are exported. Plans are to increase their penetration into 
the Eastern European market 

Brown & Williamson has been more active with respect to new product 
introductions than they were last year. The most significant introduction involved 
the repositioning of Raleigh to the sub-generic category. All of the new product 
introductions will be discussed below. 
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Both BAT and B&W continue to stress lowering costs of cigarette manufacturing. 
In the year-end summary from BATs CEO, Sir Patrick Sheehy, it was stated that: "Our 
facilides in Southampton, England, and Macon, USA, are now amongst the most modem 
in the wotUL Indeed, the cost of converting raw materials into finished cigarettes 
at Southampton is now 33% lower in real terms than in 1980." 

2. New Products 

a. New Product Introducdons - Brown & Williamson has introduced the 
following new products domesdcally during the past twelve months. 

(1) Raleigh Extra 100 and Raleigh Extra Lights 100 (plain and 
menthol) cigarettes were introduced in New Yoric in September, 1990. 
Raleigh Extra 100 delivers IS mg tar and 1 mg nicotine; Raleigh Extra 
Lights delivers 12 mg tar and 0.8 mg nicotine; Raleigh Extra Lights 
Menthol delivers 9 mg tar, 0.7 mg nicotine, and 0.2 mg smoke menthol 
These products sell at a sub-generic price. 

(2) Viceroy King Size and Viceroy Lights King Size cigarettes were 
introduced in Louisiana in January, 1991, in box packings. Viceroy 
King Size delivers 17 mg tar and 1.1 mg nicotine. Viceroy Lights King 
Size delivers 12 mg tar and 0.8 mg nicotine. These products sell at a 
generic price. 

(3) Raleigh Extra Ultra Lights King Size and 100 cigarettes were 
introduced nationally in May, 1991. Both products deliver 6 mg tar and 
0.4 mg nicotine. These products are being sold at sub-generic prices. 

(4) Viceroy 1(X) and Viceroy Li^ts 100 were introduced into 
California and Hawaii in June, 1991, in box packings. Viceroy 100 
delivers 17 mg tar and 1.2 mg nicotine. Vicooy lights 100 delivers 12 
mg tar and 0.9 mg nicotine. These brands are being sold at generic 
prices. 

In addition to the product introductions listed above. Brown & 
Williamson has also introduced Barclay King Size Box cigarettes in Kentucky in 
September,1990, and Kool King Size Box and Kool Milds King Size Box cigarettes 
nationally in January, 1991. These 83 mm brands will probably take die place 
of the Long Size Box products already on the market 
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b. New Brand Performance 

Of the four new product introductions listed above, two involve the 
expansion of the Raleigh Extra family Raleigh Extra was positioned as a sub¬ 
generic in 1990, and has been doing reasonably well. In the third quarter of 
1991 it held a 1% market share. 

The other two Brown & Williamson test markets opened in the past twelve 
months involve box packings of Viceroy King Size, Viceroy Lights King Size, 
Viceroy 100* s and Viceroy Lights 100*s. Qearly the intention in this case is 
to increase sales of these brands by offering consumers box packings as well 
as soft packs. 

3. Brown & Williamson Brand Performance 

Although bat’s first quarter earnings showed a significant increase, B&W’s 
sales showed a 4.1% decline during the first six months of 1991 compared to the same 
period in 1990. This was the second largest decrease in the industry. Most of this 
decline can be attributed to Kool (19.6%). B&W’s price value increase has also been 
below die remainder of the industry (24%), but it is significandy better than 
Reynolds. 

4. R&D Organization 

There has been litde change in the size of the B&W Research Center in 
Louisville according to published estimates. The 1991 edition of the "Directory of 
American Research and Technology" cites a total size for the Research Center of 215 
which includes 156 professionals, 19 of whom are doctorates, and 59 technicians and 
auxiliaries. This number is essentially unchanged from the previous year’s 
directory. On the other hand we were informed in early spring, 1991, that B&W had 
offered their R&D Department a vary favordile early retirement program. Of the 30 
people eligible, 18 individuals actually took the offer. Among those retiring were 
Lance Reynolds, Vice President Reearch Services; Jim Nall, Director of Technical 
Services; Phil Fischer, Manager of Blend Development; and Bob Johnson, Principal 
Scientist. Apparendy, more people took early retirmenet than B&W had anticipated, 
and many of these individuals are now acting as consultants. 

Perhaps as a consequence of more personnel opting for early retirement than 
was expected, B&W is currently hiring. There were advertisements for four positions 
in the August 19, 1991, issue of Chemical and Engineering News. The positions 
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advertised for were: 1) a Ph.D. research chemist/physicist with experience in 
physical testing and thermal analysis; 2) a PhJ^. research chemist with experience in 
gas chromatographic/mass spectrometric analyses; 3) a PhJ>. research chemist with 
experience in gas chromatographic/mass spectrometric methods development; and 4) a 
B.S. development chemist None of these positions give any indicadon that B&W is 
becoming involved in new areas of technology. An earlier advertisement appeared in 
the April 8, 1991, edition of Qiemical and Engineering News. The text of this ad 
suggested that the individual to be hired would be working in the flavor area. 

The B&W Research Center is directed by J. S. Wigand, Vice President Research 
and Development Three directors report to Wigand: A. McMurtrie, Director of Product 
Development and Directors of Research Services and Technical Services. Product 
Development is divided into six Divisions, each headed up by a manager. The six 
Divisions are: Blend Development R. Wilson, Manager; Filter Development F. K. St 
Charles, Manager, Development Center, B. Bandy, Manager, Cigarette Design; 
Intonational Product Development and Packaging, K. A. Flaber^, Manager. Technical 
Services is divided into five Divisions, each headed by a manager, which are: Prothict 
Evaluation; Statistics, P. L. Chen, Manager, Technical Project Planning, A. J. Golub, 
Manager; Qgarette Intelligence; and Technical Information, A. Diesing, Manager. 
Lastly, Research Services is divided into three Divisions which are: Analytical 
Methods, J. H. Lauterbach, Manage, New Technologies, R. H. Honeycutt Manager, and 
Microbiology. It should be noted that the Process Development (Engineering) 
Directorate is no longer in R&D in Louisville, but was moved to Macon, Georgia, about 
two years ago. 

The full organization chart for the Brown & Williamson Research Center is 
included at the end of this section (Attachment 2). Also included is a complete list 
of all of their R&D employees, in alphabetical order, including individuals who have 
since left die company as well as individuals who have not yet been assigned to a 
specific group within the organization. It has been considerably more difficult to 
obtain infOTmation regarding Brown & Williamson’s Research Onter than it has for 
Reynolds. B&W is not active in publishing, nor are they as well represented at 
technical meetings. They are also less likely than Reynolds to issue press releases 
regarding, at least, R&D personnel. 

5. Patents and Publications 

BAT continues to patent aggressively. During the twelve month period from 
July 1,1990, to June 30,1991, the three laboratories - B&W, BAT UK, and BAT GmbH - 
issued 41 patents. The total included 16 US Patents, 6 European Patent Office 
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Publications, 10 German Patents, 8 Canadian Patents, and 1 Japanese Patent Division 
by laboratory was as follows: 10 finom Brown & Williamson, 12 fitom BATUK, and 17 from 
BAT GmbH. Only four technology areas had more than two patents. BAT is still 
attempting to establish at least a defensive position with regard K> Premier, and had 
a total of 8 patents claiming articles of this type. As befrne these patents appear 
to be concept patents tmly. There is no evidence that any of the devices claimed 
have actually been built, and in many cases it would t^pear virtually impossible to 
do so. BAT had a total of five patents in the tobacco processing area, three patents 
in the packaging engineering area, and three parents claiming varieties of a coaxial 
cigarette. It is not clear from the latter parents if they actually intend to 
attempt to market such a product. Lastly, BAT continues to be active in the area of 
low sidestream cigarettes. The complete list of BAT parents classified by subject 
matter is shown in Table 6. 

Several BAT parents warrant further comment US 4,934,524 teaches a packt^e 
for storing moisture laden articles (cigarettes). This parent is virtually identical 
to a PM USA patent on the "humidor pack." US 4,938,235 claims a separator for 
separating tobacco particles from a tobacco/gas mixture. The technology disclosed in 
this parent could conceivably be applied to a number of current PM USA tobacco 
expansion processes. Further evaluation of this parent is in progress. US 4,977,908 
reaches a water expanded reconstituted tobacco process using an extrusion qjproach 
which is almost identical to two PM USA parents except that the moisture levels 
utilized arc different PM claims a moisture level of 15-50%, while BAT claims a 
level of 5-15%. We are currendy monitoring BAT products to determine if they arc 
using any expanded reconstituted rebacco. US 4,986,287 claims a coaxial cigarette 
which is claimed to change mass bum rare without affecting static bum rate. This 
technology, if it is actually real, would clearly have an application to the 
development of a low ignition propensity cigarette. US 5,024,351 describes a device 
which may be used as a coupon dispenser. EP 291,104 discloses a pectin based 
adhesive. This technology is also being investigated further. The last two parents 
worth mentioning are noteworthy not because new rechnology is disclosed, but because 
very old technology has been patented. Both of these parents, EP 383,018 and JP 02- 
39,873, claim the use of filters containing carboxylic acids incorporated into them 
for the selective reduction of nicotine in smoke. More will be said regarding BAT’s 
patent policy below. 

For the past two years analysis of BAT’s patents had indicated that they were 
pursuing a strategy primarily involving increasing efficiency in the factory and 
improving quality. There is little of either of these two elements present in BAT’s 
most recent patents. It would appear that one of their chief strategies is to 
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Table 6 

BAT Patents from July 1,1990, to June 30,1991 


Premier Type Articles 

Tobacco Processing 


3B&W 

3 BAT UK 


5 BAT GmbH 

2 BAT GmbH 


Coaxial cigarette 

Expanded Tobacco 


IB&W 

1 BAT UK 


2 BAT GmbH 

1 BAT GmbH 


Reduced Sidestream Qgarettes 

Packaging Engineering 


3 BAT UK 

3B&W 


Non-Burning Article 

Selective Filtration 


2 BAT UK 

2 BAT GmbH 


On-line Control of Upping Paper 

Packaging 


1 BAT GmbH 

1 BAT GmbH 


C02 Extraction of Alkaloids 

Extruded Rod 


1 BAT GmbH 

1 BAT UK 


Perforated Wrappers 

Humidor Pack 


IB&W 

IB&W 


On-line Control of Ventilation 

Reconstituted Tobacco 


1 BAT UK 

1 BAT UK 


Pectin Adhesive 

QA Devices 


1 BAT GmbH 

1 BAT GmbH 


Cigarette Rolling Device 

Moisture Indicating Ink 

10 

Q 

1 BAT GmbH 

IB&W 


Clock Security Device 

u 


1 Bi&W 
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establish a defensive position in areas being actively wtvked on by their 
competit{H*s, Le., Premier and low sidestream cigarettes. They also seem to be 
increasing their involvement in all aspects of tobacco processing including primary 
processing, reccmstitution and expansion. The remainder of these patents cannot be 
easily categorized. BATs technological output warrants close monitoring during the 
coming year. 

As mentioned previously. Brown & Williamson publishes very little, although 
the BAT laboratory in Southampton does publish a numbo’ of papa:s. In the past 
twelve months there has only been a single publicaticMi originating from B&W. The 
subject of this paper, numerical predictions for a simulated methane frre, suggests 
that the work was done elsewhere but published after one of the authors was employed 
by Brown & Williamson. This appears likely in that only one of the four authors is 
definitely on the technical staff at B&W. 

6. Technology Products 

Brown & Williamson has not introduced any products utilizing new technology in 
the United States during the past twelve months. They continue to patent actively in 
a numbo’ of product areas, particularly low sidestream cigarettes and non- 
conventional smoking articles, but these patents appear to represent a defensive 
strategy as opposed to an offensive strategy. 

7. Strengths and Weaknesses 

Brown & Williamson’s R&D Department is less than half the size of the PM USA 
Research Center. As such they are less able to commit resources to the development 
of new technology products and processes than is either PM USA or RJR Tobacco, 
Although the combined total tobacco related R&D resources of BAT may be equivalent to 
PM USA, there is probably considerable overlap in areas of expertise which prevents 
full utilization of their resources. BAT tends to have considerable strength in the 
process development and engineering areas, including the develt^ment of improved 
manufacturing equipment, QA inspection devices, on-line monitoring devices, and 
process modifications. Despite their relatively small size, they are quite 
oppormnistic and can continue to compete with companies with greater technological 
resources by rapidly analyzing new technologies developed by their competitors and 
changing them sufficiently to give diem a proprietary position. 

It has been noted previously that their product patents appear to be defensive 
in nature. Despite this fact, their patents can provide considerable problems for PM 
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USA because many of tlwm have been written in extremely broad tenns which are likely 
to result in patent interfoences with inventions we develop. For example, they now 
hold a large number of patents in the low sidestream area. The actual woik described 
in these patents is not particularly novel, and in many cases it is likely tiiat the 
inventions described would not work weU. The claims to these patents are written in 
such a way to cover many variations around the invention. Brown & Williamson has 
indicated a willingness to be litigious in the past, and there is every reason to 
expect that this will continue. To have the best chance of ensuring that they cannot 
prevent us from practicing our own inventions, we must maintain an aggressive patent 
policy ourselves, and ensure that we understand those areas in which we are competing 
far better than they do. 

8. Conclusions 

B&W no longer has a dominant full margin brand. Kool, still their largest 
brand, has declined significantly during the last several years. Although Capri 
appears to be growing in 1991, its market share is only 0.5%. BtMh Belair and 
Barclay appear to be declining almost to the vanishing point B&W has been able to 
increase their price value business during 1991 through a significant growth in their 
generics, at the expense of Uggett, and the repositioning of Raldgh Extra as a 
third tier brand. Market share of Raleigh Extra was 1.0% after the first six months 
of 1991. Nevertheless, it wcnild appear unlikely that we would choose to cmnpete 
directiy with B&W because of the weakness of their full margin brands. 

Brown & Williamson is continuing to build its export business. They have the 
highest percentage of exported cigarettes, 39%, of any of the domestic cigarette 
companies. This compares to 31% for Philip Morris and 19% for RJR. They are doing 
an excellent job in expanding this area of their business. Number of cigarettes 
exported grew 16.6% between 1990 and 1991. This is considerably less than PM’s 22.8% 
growth in the same period, but is superior to RJR’s 13.6%. Unlike PM, which exports 
the majcnity of its cigarettes to the Far East, B&W appears to export as many 
cigarettes to the Gulf Coast Countries as to the Far East 

D. JTI 


1. Highlights 

After several years of significant growth by the import segment in Japan, 
dominated by brands exported by PM USA, and characterized by numerous new product 
introductions from both JTI and foreign companies, this segment appears to be 
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plateauing. Growth of the import segment was only Q.9% during 1990 compared to 13.9% 
for 1989 and 12.2% for 1988. Although it would iq)pear that some of die decline in 
growth of impcMied brands is due tt> the fact that their novelty may have worn out, 
much of the reason can be attributed to the activities of JTI itself. They remain a 
fonnidable competitor. 

jn has been extremely active in the past several years in introducing both 
line extensions of their successful brands as well as new brands. It would appear 
that this trend is also changing. JTI introduced six new packings in the past twelve 
mrniths; however, only two of diese were introduced in the first six months of 1991. 
JTI has also addressed their lack of box packers recently. They are in the process 
of acquiring 19 new box packers which shmild allow them to increase significantly 
their production of this popular form of packt^ng. 

jn is also concentrating on increasing their own exports. Export volume in 
1990 was 7.2 billion units, and projected expmt volume for 1991 is estimated at 
about 8.1 billion units. Most of JTl’s exported cigarettes go to East Asian 
countries. One East Asian country that JTT caimot export to directly is Taiwan. JTI 
recently licensed the Swiss cigarette manufacturer Rinsoz & Omond to produce 1800 
cases of both Mild Seven and Seven Stars cigarettes fOT export into Taiwan. (It 
should be noted that although JTI cannot export directly into Taiwan, smuggled 
Japanese cigarettes make up about 50% of the import maritet in Taiwan.) International 
marketing plans had called fm* further penetration of Middle Eastern markets, but the 
war in the Gulf delayed this action. JTI has also cast an eye to Eastern Europe. 
Exports to the United States and West European countries are hampmed, according to 
Katsuhiro Yamasaki, general manager of international planning, "because cigarettes 
are a produa of image, and it takes a long time to penetrate these markets with 
image promotions." JTT is making small-scale efforts U) sell to Asian nationalities 
in the United States, especially in California and the New Yoik/New Jersey areas. 

JTT is continuing with its diversification program. During fiscal 1990 the 
firm extended its food and beverage operations, and began manufacturing and selling 
vending machines. Two subsidiaries were established: JT Kokubu Ltd., a food products 
distribution firm, and JT Nifco Co., Ltd., which is involved in industrial plastics 
production. Other fields of diversification are: pharmaceuticals; agribusinesses 
(including the Hydroponics Development Center); food and soft drink production; and 
real esute - particularly fimess centers, hotels, restaurants and urban 
redevelopment projects. 
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jn has extended its involvement in the biotechnology area by entering into a 
wtnldwide joint venture agreement in June, 1991, with Cell Genesys, Inc., a privately 
owned US biotechnology company, through its wholly owned subsidiary, JT Inununmech 
USA. Under this agreement Cell Genesys will receive up to $30 million for a minority 
equity investment and funding support of company R&D. In addition a 50-50 joint 
venture will be established to develop and commercialize pharmaceutical products 
based on human monoclonal antibodies. Mycogen, a US biotech firm partly owned by 
jn, recently announced the first EPA approval for two genetically engineered 
microbial pesticides. The genetically engineered products, M-One Plus and MVP, will 
be used to control beetles, such as the Colorado potato beetle, and caterpillar 
pests, including those found on a wide variety of vegetable, fruit, and ornamental 
crops. According to the current agreement between JTI and Mycogen, JTI will receive 
25% of the revenue from these products sold in the US, 75% of the revenue from sales 
in Japan, and 50% derived from sales in the remainder of tire world. 

jn also recently signed ctmtracts with British Biotechnology Limired (BBL), a 
UK venture business, to introduce technolgies dealing with a cholestetal synthesis 
iitiubitor in June, and TPA in December of 1990. These two genetically engineeted 
drugs hold premise, and their aimual sales are estimated to reach over $70 million 
each. jn’s. target is to market them a decade later. Since JTI owns 10% of BBL’s 
stake, it will be able to continue to introduce pomising drugs hereafter. 

jn is heavily involved in developing its pharmaceutical busiiress. The 
company established a joint venture, lifix, with Yoshitomi Pharmaceutical (55% owned 
by jn and the remaining share owned by Yoshitomi) in April, 1988, and started 
marketing ova* the counter drugs and health-related products. Currently, JTI has 
four new drugs under joint development with Yoshitomi. JTI’s first ethical drug will 
likely be marketed in 1993, if everything goes according to schedule. Moreover, the 
company is estimated to have several items which are awaiting clinical tests and are 
presently in the research stage. JTI has the marketing rights on the jointly 
developed drugs. Thus, the comany is preparing to set up sales channels in 
accordance with starting up sales of these new drugs in the future. 

JTI has entered into an agreement with Egis Pharmaceuticals, the third largets 
Hungarian drug company. JTI is spending $10 million, half of Egis’ investment, for 
the construction of a new pharmacology center, and will acquire exclusive rights on 
R&D activities, manufacturing and marketing in 42 Asian countires including Japan 
during the next 15 years. Whenever JTI introduces any specific technology from Egis, 
it has an individual licensing contract. 
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On the tobacco side, JT Engineering is presently constructing a primary 
processing plant in China. Market potential in China is, of course, huge, and JTI is 
interested in attempting to obtain a foothold. 

2. New Product Introductions 

Xn introduced the following new products in Japan during the twelve month 
period between July 1,1990, and June 30,1991. 

a. Mild Seven Special Lights King Size cigarettes were introduced in July, 
1990, in a box packing. This S4 mm brand delivers 10 mg tar and 0.8 mg 
nicotine. 

b. Claris Lights King Size Menthol cigarettes were introduced in August, 
1990, in a box packing. This 84 mm product delivers 8 mg tar, 0.7 mg 
nicotine, and 0.2 mg smoke menthol. 

c. Cabin Super Mild King Size cigarettes were introduced in September, 

1990, in a box packing. This 84 mm product delivers 7 mg tar and 0.6 mg 
nicotine. 

d. Caster Bevel 100 cigarettes were introduced in Sejnember, 1990, in a 
box packing. This product delivers 9 mg tar and 0.8 mg nicotine. 

e. Stingray King Size Soft Pack cigarettes were introduced in January, 

1991. This product delivers 11 mg tar and 0.9 mg nicotine. 

f. Sometime Lights King Size Menthol 20*s were introduced in Japan in 
AprU, 1991, in a box packing. This 84 mm product delivmu 10 mg tar, 0.7 mg 
nicotine, and 0.5 mg smoke menthol. 

During the same period of time Philip Morris introduced four new brands, 
Virginia Slims Lights 100 Menthol SP, Philip Morris Lights King Size Box, Lark 100 
Box, and Lark Milds King Size Box 14 Pack; Brown & V^amson introduced four new 
brands, Kent King Size Box, Kent Special Milds King Size Box, Lucky Strike Milds King 
Size Box, and Kool King Size Menthol Box; American Tobacco Company introduced two 
brands, American Super Lights King Size Box and American Lights King Size Box; The 
Liggett Group introduced Omni Blue Milds 100 SP; The London Tobacco Company 
introduced two brands, Hyde Park King Size Box and First Mild King Size Box; F. J. 
Burrus introduced Match 501 King Size Box; Rothmans introduced Dunhill Special Lights 
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King Size Box; and the Kumning Ggaiette Factory, China, introduced San Chi Gold King 
Size Box. No new brands were introduced by R. J. Reynolds. 

3* R&D Organization 

There has been no change that we are aware of regarding JTI’s R&D 
organization. As was discussed last year they have eleven separate R&D laboratories 
covering a wide range of endeavors. The fact that these laborattHies are actively 
pursuing research is indicated by the fact that publications have originiued from 
nine of these labs during the past twelve months. The Life Science Research 
Laboratories have the vast majori^ of these with 2S publications. The remainder of 
those laboratories with publications are: Tobacco Science Research Laboratory, four 
publications; Central Research Institute, three publications; Plant Breeding and 
Genetic Research Laboratmy, two publicatitxis; and one publication each from the 
Plant Research LtUxiratory, the Sea Water Research Laboratory, the Pharmaceutical 
Research Laboratory, the Engineering Research Institute, and the Toxicology Research 
Laboratory. In addition there were three publications jointly published by at least 
two laborattmes. 

jn does plan to increase its R&D activity devoted to pharmaceutical and 
biotechnology research, however. The c(»npany plans to build a basic research center 
in the Kanazawa Biopark in Yokohama in the spring of 1992. Furthermore, III plans tt> 
expand the pharmacy lab in Yokohama and construct their most advanced facility in 
their factory site in Osaka. In the future the Yokohama lab will be transfored to 
Osaka. 


In addition to increased capital spending for R&D, JTl is also sharply 
increasing its R&D budget It is estimated that R&D expenses will be $175 million in 
fiscal 1991 op from $130 million in fiscal 1990. 

4. Patents and Publications 

jn continues to patent actively. The total number of patents obtained in the 
twelve month period from July 1, 1990, to June 30, 1991, was 39, four more titan they 
obtained in the comparable period one year ago. There was a significant difference 
in the mix of patents. In the previous twelve month period they obtained fewer US 
patents and more Japanese patents than in the comparable period last year. The 
distribution for the past twelve months was 11 US patents, 9 European Patent Office 
Publications, and 19 Japanese patents. 
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The largest single category of JTI patents is packaging engineering. Three 
patents disclose improved and/or modified equipment for cigarette manufacturing, and 
two patents improved and/or modified equipment fw filter manufacturing. 
Consequently, almost half of JTl’s patents involve areas where PM USA R&D is not 
particularly active. Three patents cover aspects of capsules containing a liquid 
(unspecified) which can be placed in a cigarette filto-. This technique could 
potentially be used in a product utilizing new technology; however, to date JTI has 
(Hily marketed a product utilizing this technology in the Gulf Coast countries. The 
remaindo’ of JTI’s patents are distributed over a rather large number of topics 
ranging from organic synthesis to mbacco harvesting. A complete listing of ill’s 
patents obtained during the past twelve months is given in Table 7. 

There are several JTI patents which should be noted because they involve 
technology in which PM USA R&D has some interest US 5,020,550 discloses an 
apparatus for expanding material of an agricultural origin, including tobacco. This 
apparatus utilizes gaseous carbon dioxide as the expansion medium, and the key 
technology being claimed appears to be equipment which allows pressure to be 
equalized within the equipment both during impregnation and expansion. EP 426,069 
discloses an apparatus for laser perforation of tipping paper. The improvement ovn^ 
existing technology involves the use of beam splitters to provide a number of rows. 
JP 02-152,642 discloses equipment which can be used to automatically remove 
cigarettes from packs. PM USA has also developed technology in this area. I^ally, 
JP 02-203,775 covers the use of glucose esters as tobacco taste and fragrance 
improvers. 

The number of publications issued fixrni JTI during the past twelve months, 
forty-two, is almost exactly the same as were issued in the previous twelve month 
period, forty-three. The vast majority of their publications are in the research 
area, and most of them can be classified broadly as involving eitho' biochemistry or 
organic chemistry. A specific listing is as follows: orgaiuc chemistry, eleven; 
toxicology, six; biochemistry, five; molecular biology, four; plant biochemistry, 
four; entomology, three; enzymology, two; and one each in membrane separations, 
computer applications, smoke chemistry, plant genetics, polymer chemistry, tobacco 
chemistry, and X-ray crystallogrtqjhy. It is interesting to note the virtual absence, 
with the exception of the last paper, of publications in the area of analytical 
chemistry. It also should be noted that the research being reported from the JTI 
Laboratories is of the highest quality. 

JTI collaborates extensively with university research departments. Not 
unexpectedly, the majority is with Japanese universities. The publications from the 
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Table? 

jn Patents from July 1» 1990, to June 30,15191 


Packaging Engineering 
7 Jsqianese Patents 


Filter Manufacturing Equipment 

1 US Patent 
lEPOPubUcation 

Organic Synthesis 
3 US Patents 

Tobacco Curing 

2 Japanese Patents 

Expanded Tobacco 
1 US Patent 

Recovery of Cigarettes from Pack 
1 Japanese Patent 


Plant Virus Controlling Agent 
1EPO Publication 

Loop Control Apparatus 

1 US Patent 

Laser Perforating 

2 EPO Publications 

Laminated Tobacco Sheets 
1 Japanese Patent 


Qgarette Manufacturing Equipment 

1 US Patent 

2 EPO Publications 

Liquid Oq)sules for Hlters 
2 EPO Publications 

1 J 2 q)anese Patent 

Insect Pheremones 

2 US Patents 

Control System for Make-Pack 

1 US Patent 

Tobacco Flavorants 

2 Japanese Patents 

Method for Detecting Ventilation 
1 EPO Publication 

1 Japanese Patent 

Agricultural Equipment 

2 Japanese Patents 

Moisture Measurement Apparatus 
1 US Patent 

Smokeless Tobacco Article 
1 Japanese Patent 

Tobacco Fertilizer 

1 Japanese Patent 
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past twelve months show collaboration with nine universities in Jtq)an, many of them 
on mtne than one publication, and one Jtpmese company. In addition, however, diere 
ate two psq)ers which listed individuals firan Vandobilt UniversiQr as co-authors, and 
one paper which was co-authored by individuals from the Karolinska Institute in 
Stockholm, Sweden. 

5. Strengths and Weaknesses 

jn has set up an extremely large research organization staffed by excellent 
personnel. They are extremely strong in the areas of biochemistry, genetics, 
toxicology, molecular biology, organic chemistry, entomology, and engineering. They 
also cleariy have strengths in the area of both cigarette product and process 
development If there is a weakness which can be expldted by PM USA, it is that 
they do not appear to be strategically committed to the plication of new technology 
in their cigarette business. They have chosen to develop new technologies in a 
number of different areas - such as pharmaceuticals, agricultural chemicals, food and 
beverages, and improved plants - to grow the business in directions other than 
tobacco. They appear to be competing in the cigarette end of the business through 
the introduction of conventional products which have small market niches, and through 
skillful marketing of these products both in Japan and elsewhere. To the extent that 
PM USA can introduce products widi new technologies into Japan, JTI will be 
vulnerable. 

6. Condusions 

jn remains a formidable compedtor in Japan, and may become a formidable 
competitor in other parts of the world. Although there is every indication that 
their long term strategy is through diversificatkm, they have no intention of 
abandoning their cigarette business. As was pointed out above, the best approach to 
competing with them in Japan is through die introduction of products with new 
technologies which address consumer needs in Jtq)an. JTI clearly has the resources to 
match any technologies we are likely to develop and commercialize. However, since 
they have adopted a defensive posture, it would take a significant period of time 
before they were in a position to market a new technology product This time period 
would provide a significant opportunity for PM USA. 

Concern has often been expressed that JTI may increase its access to the US or 
elsewhere within the world through the purchase of either a US cigarette company or 
the export business of a US cigarette business (most likely RJR). There is no 
question that JTI could do so if it decided to. There is considerable reason to 
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predict that they will not do so. As already discussed, JTI is pursuing a well* 
thou^t-out policy of expansion through the creation of new businesses, bodi high- 
tech and odierwise. They are now die third largest biotechnology company in Japan. 
They have shown no interest in doing anything else with their cigarette business 
other duui maintaining market share in Japan, and expanding their expcnts at a rate 
of 20% per year. It is extremely unlikely that they will deviate firom this strategy, 
jn does not move quickly. Once they have adopted a course of action, they will move 
to accomplish it in a thorough and deliberate manner. They remind one of the old 
Green Bay Packers when they were coached by Vince Lombardi. The opposing coach 
always knew what the Packers were going b> do; however, that knowledge was of little 
help because they did it so well. We should not anticipate any surprises from JTL 
However, we should be aware that whatever they plan to do, they will do well. 

E. American Brands 

L New Products 

American Brands continues to be active with respect to the introduction of 
both price value and sub-generic products. The following packings were introduced 
during the last twelve months. 

a. Misty Lights 100 and Misty Lights 100 Menthol cigarettes were 
introduced nationally in the first quarter of 1991 in a box packing. These 
products had previously been in test market in California and Louisiana. Both 
packings deliver 8 mg tar and 0.7 mg nicotine, and the menthol packing 
delivers 0.S mg smoke menthol. These products are being marketed as price 
value brands. 

b. Montclair King Size Regular and Montclair Lights King Size Regular and 
Menthol cigarettes were introduced nationally in the first quarter of 1991. 
The regular version of Montclair King Size delivers 16 mg tar and 1.2 mg 
nicotine. Montclair Lights King Size Regular and Menthol both deliver 12 mg 
tar and 0.9 mg nicotine. The menthol cigarette delivers 0.6 mg smoke menthol 
These brands sell at sub-generic prices. 

c. Bull Durham King Size and Bull Durham Lights King Size cigarettes were 
introduced nationally in the second quarter of 1991 in box packings. These 
cigarettes were in test market from September, 1990, until March, 1991. The 
Full Flavor packing delivers 16 mg tar and 1.2 mg nicotine, while the Lights 
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packing delivers 10 mg tar and 0.8 mg nicotine. These brands sell at sub¬ 
generic prices. 

Misty is doing well in the mailcet place given its recent introduction date 
with a 0.6 market share. Bull Durham, on the other hand, tmly has a 0.2 market 
share. The Montclair family, which now has seven packings, is selling quite well. 
Second quarter market share has increased to 1.3 from 0.6 in the second quarter of 
1990. 


2. Market and Financial Data 

American Brands’ overall pofixmance in the first half of 1991 has been quite 
good. Total volume has increased by 2.3% as compared to die same poiod in 1990. 
This represents a 0.3 increase in market share. American is unique among the six 
domestic tobacco companies in that 26% of their business is still derived from non- 
filtered brands. Pall Mall non-filter is their second largest brand. The 
comparatively large volume derived from non-filters is of considerable advantage tt) 
American in that there are virtually no marketing expenses associated widi these 
brands and they are not couponed. Consequently, they provide a significant source of 
profit American’s largest selling brand is Carlttm, an ultra low tar brand. 
Carlton, like virtually all other fiill margin brands, has declined in sales during 
the first half of 1991 compared to die first half of 1990. However, its decline, 
8.8%, is considerably less than most other full margin brands. Ammican’s remaining 
full margin business has declined by 23.4%. American’s price value business, on the 
other hand, has significandy increased. Total price value products increased by 
77.9% over the same period. In addition to the new produa introductions mentioned 
above, American repositioned all five Lucky Strike filter packings in a number of 
markets. This brand is being sold at generic prices in Arkansas, Louisiana, 
Mississippi, and Teimessee; and at sub-generic prices in Des Moines, Iowa. It is 
likely that this brand will be sold at generic prices nationally in the near future. 

American Brands’ market place success is also reflected in their financial 
position. Total revenues increased by 10.4% for the first six months of 1991 
compared to the first six months of 1990, while net income increased by 12.6% over 
the same period of time. The majority of the increase in revenue can be attributed 
to American’s tobacco business. 

American Brands’s direct export business is quite small comprising only 3.5% 
of their total domestic production. In addition, they are the only domestic 
cigarette company involved in the export market which showed a decline in exports 
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(13.3%) between 1989 and 1990. Clearly they are not aggressively pursuing export 
business. On the other hand, American Brands owns Gallaher in the United Kingdmn. 
Gallaher Tobacco is the leading tobacco company in the UK and has been performing 
well. For 1990, Gallaher increased its unit sales by 3.2% compared to 1990, and 
increased maiket share from 44 to 4S%. Gallaher Tobacco’s sales accounted for 58% of 
American Brands’ consolidated cigarette unit sales in 1990. Gallaher is quite active 
with regard to export sales, and showed an increase in export unit sales of 18% 
between 1990 and 1989. 

3. R&D Organization 

Ammcan Brands’ R&D Laboratory, located in Ht^well, Virgiiua, is relatively 
small. The 1990 edition of the "Directory of American Research and Technology" cites 
a total size for their Research Center of 140 which includes 60 professionals, 11 of 
whom have doctorates, and 80 techiucians and auxiliaries. It is worthwhile noting 
that although the total size of their laboratory is about two-thirds the size of 
B&W’s, they have only about one-third as many professitmals. The small numbm: of 
professionals employed by American clearly illustrates their inability to compete 
with PM with respect to new technology. 

The American R&D Center is headed by Richard D. Chunmey, Jr., who replaced 
Preston Leake when he retired, in June, 1991. Chumney was formm'ly Director, New 
Products. The only other management personnel we have identified at American Brands 
R&D are Byron F. Price, Director of Research; Dallas O. Pinion, Manager, Research & 
Technical Services; and William T. Pannell, Manager, Analytical Services. All of 
these individuals were promoted to their present positions in March, 1991. 

Attachment 3 contains a list of 38 individuals identified by name which we 
have identified as being employed at American Brands’ R&D L^ratory. We do not have 
sufficient information to be able to classify these individuals into any kind of 
orgaiuzational structure. 

4. Patents & Publications 

Neither American nor Gallaher are active regarding patents and publications. 
In the twelve month period between July 1, 1990, and June 30, 1991, American Brands 
has one issued US Patent and Gallaher also has one issued US Patent. The American 
Patent, US 5,007,439, describes a method for controlling the tar delivery of a non 
filter cigarette using a tandem arrangement of two tobacco columns which can be 
varied in tobacco composition. The Gallaher patent, US 4,934,125, discloses a method 
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fOT transporting a block of tobacco using a new type of container. Neither of these 
patents is of interest to PM USA. 

American has had no publications or presentations in the same twelve month 
period referred to above. 

5. Condusnons 

As has been pointed (rat before, American Brands does not have the R&D 
capability to compete with PM USA in technology. On the other hand, we should be 
developing new products to compete with American in the market place. The majority 
of American’s full margin business consists of three brands, Carlton, Pall Mall non 
filter, and Lucky Strike non filter. We need two types of products to compete with 
Carlton: 1) a subjectively improved 1 mg King Size and 2 mg 100 cigarette which can 
be sold as a full margin product; and 2) a "standard" 1 mg King Size and 2 mg 100 
cigarette which can be sold at generic prices. The objective of the first product is 
satisfied by Nfeiit Ultima. PM USA R&D has completed its product development for this 
product, and a national introduction is planned for the first quarter, 1992. The 
second product has already been launched; namely, Cambridge and Bristol Lowest PM 
USA R&D’s remaining responsibility for these cigarettes is to reduce their cost 

As far as a prtxluct to compete with American’s non filto* business, plans are 
in place to introduce PM Commanders as a generic brand. It would probably also be 
worth while to market a second generic, or third tier non-filter brand, with a 
diffment marketing image. 
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Attachment 1 
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R. J. Reynolds Tobacco Inc. 

rd.rjr 

1/9/92 


RESEARCH & DEVELOPMENT DEPARTMENT 

DiMarco RG 

Senior Vice-President, Research & Development 


Burger GT 

Vice President, Advanced Technology Products 


Hayes AW 

Vice President, Bio R&D 


HildeboltWM 

Vice President, Administrative & Technical Services 


Uoyd RA 

Vice President, New Product Technologies 


Stowe ME 

Vice President, Product & Applied Technology 
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Advanced Technology Products 
Burger GT...Vice President, Advanced Technology Products 


Ademe B Conner BT 

Arzonico BW Rippin JB 

Cole MW Potts CR 

p = PRtNapAL sasmsT 


Riggs DM 
Townsend DE p 
W illis JA 


2 
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Bio R&D 

Hayes AW...Vice President, Bio R&D, Corporate Toxicologist 
Peay JA...Executive Secretary 


Smoking & Health 

Simmons WS...DIrector, Smoking & Health SS 
Suber RL...Manager, Scientific Issues 
Rees C...? 

SS = SENIOR STAFF SOENTIST 


Biochemical/Biobehavioral 

?...Director, Biochemical/Biobehavioral 


Environmental Tobacco Smoke 
?...Manager, Environmental Tobacco Smoke 
Angel AL Deluca PO 

Boldridge DW sr Eudy LW 

Conner JM Heavner DL 

Conrad FL Kay DLC 

SR = SENIOR SaENTlST 


Maiolo KC 
Murphy JJ 
Nelson PR 
OldakerGB sr 


Walsh RF 


Biobehavioral Research 

Reynolds JH...Manager. Biobehavioral Research 

Avatos JT Rshel DB 

Chamberlin CL Fletcher RG 

Davis RA Ruhler EN 

Edens MS Gilbert DB 

P = principal SOENTIST 


p 

Gorsel P 
Hagen RL 
Kirschman JC 
McCarthy K 


Sensory Evaluation 
Savoca MR...Manager, 
Claybom V 
Early PD 
Gignac JM 
Gilbert M 
Gordin HH 
Janjigi^ U 

SsSaENTIST 

SR s SENIOR SCIENTIST 


Sensory Evaluation 
Jennings RD 
Kurtz DB SR 
Liu AW 
Mangan PP s 
Needs KA 
Ryan GA 


Shore FM 
Smith L 
Syvarth AS 
Teot KMK 
Thompson JE 
Walker JC sr 


Toxicoioav Research 

?...Director, Toxicology Research 

Applied Toxicoioav 
Crooks PA..Manager, Applied Toxicology 
Ayres PH Hayes JR 

Coggins CRT mt James RA 

Frith CH Mosberg AT mt 

Gerald L Phelps RL 

MT= master toxicologist 
SR = senior scientist 


Reynolds SA 
RiceWY 
Saunders S sr 
Shreve WK 


Pritchard WS 
Robinson JH 
Simmons PS 
Speilberger CD 


Wallace MD 
Womble KM 


Townsend JW 
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Pharmacology Research 
deBethizy JD...Manager, Pharmacology Research 
ByrdQD DiNoviMJ Hege RB 

Caldwell WS Gentry GB Lovette ME 

Chang KM Greene JM Meckley DR 


Cellular & Molecular Biology 
?...Manager, Celluiar & Molecular Biology 
Blakley RL Douthit GE 

Bombick DW .-emandes KG 

Brown BG Griffith DW 

Chapman PA Lee CK m 

Deskin R Lee DA 


Doolittle DJ ST Lippiello PM 

M s MASTER SCIENTIST 
SR s SENIOR SaENTIST 
ST s SENIOR TOXICOLOCIST 


Long ME 
Lowe GD 
McManus KT 
Neumann CL sr 
Rahn CA 
Reed EA 


Munoz JA 
Plowchalk DR 


Smith CD sr 
Steele R 
Stewart CA 
White RT 
Wolff GL 
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Product & Applied Technology 
Stowe ME...Vice President, Product & Applied Technology 


Brands Technology 

DuFourWM,..Director, Brands Technology 

Flavor Technology 

Lawrence BM...Manager, Flavor Technology 

Beeson D HoCT MereschakCJ SwicegoodKW 

Crews RD Lee DB Redding JW 

Harper EA McGee CD Shore RG m 

M = MASTER SCIENTtST 


Product Design T echnology 

?...Manager, Product Design Technology 

Andersen GR deLacy R Sanders NC 

Bemasek E Fagg BS 

Brands R&D 

Willard RL...Director, Brands R&D 

Tobacco Standards 

Rivers JM...Manager, Tobacco Standards 

Long T 

Brands R&P 

Inman LJ...Manager, Brands R&D 

Bates LE Phillips PD Wallace GW 

Jakob SW TrogdonMD 

Basic Research 
?...Director, Basic Research 


Aerosol Research 

Ingebrethsen BJ...Manager, Aerosol Research 
Brooks JL EakerDW sr 

Casey WJ sr Guess HE 

Cole SK Harris JL 

Dube MF Lewis LS 

SsSaENTIST 

SR s SENIOR SaENTIST 


Lockamy FM 
Norman AB 
Robinson AL 
Sears SB sr 


Analytical Chemistry 
Elder JF...Manager, Analytical Chemistry 
Blume DE Clapp WL sr 

Bodnar JE Colby DA sr 

Borgerding MF Conner TR 

Bridle KA Cooper PJ 

Cash SL Craver MK 

Chung SL Creamer GE 


Diffee JT 
Dunn RS 
Fowler KW 
Fulp GW 
Gentry JS 
Gordon BM 


Sharaf MA 
Simmons JS 
Squires WC s 


Greene GH 
Hamlin WC 
Hellmann G8 


-> OVER 
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Hermann B 
Hicks RD 
Johnson TJ 
Jordan FD 
Laurene^ 

Martin JM 
Milhous LA 

M s MASTER SaENTtST 
SR s SENIOR SCIENTIST 


Moore DS 
Nanni EJ 
Ogden MW 
Ralapati S 
Risner CH 
RixCE 
RuyC 


Sadler Cl 
Sheppard ME 
Simmons OF 
Slater AM 
Stafford LD 
Stennis VB 
Thacker FA 


Chemical Research 

Dickerson JP...Manager, Chemical Research 


Radiochemistrv 

Best FW Eble A Morrison CC 

Crooks EL Montoya MT 


Organic Chemistry 

Bullings BR Heckman RA sr Perfetti TA m 

ChiouJJG Martin P r Powell RH 

DulIGM Newell MP sr Schumacher JN m 

M s MASTER SCIENTIST 
R a RESEARCH SCIENTIST 
SR a SENIOR SaENTIST 


Thome FA m 
Uhrig MS 
White EL 
White RT 
Young GW 


ShuCK SR 
Sutton LH 
Wong MML 
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New Product Technologies 
Lloyd RA...Vice PresidenL New Product Technologies 


Product Technology & Development 
?...Director, Product Technology & Development 

Mechanical Fabrication 

Woempner MG...Group Manager, Mechanical Fabrication 
Beard HS MarrittCR Pryor JW 

Davis JW Nelson JL 

ADDiied Packaging Technoioov 

Butler JP..,Mar.ager, Applied Packaging Technology 

Bailey JA Deal PA Langley WHAH Yeatts RE 

Barnes RD * Evans SD Marion MA 

BlakleyDB HeinCC + SchechterAH 

Carespodi DL Koschak MS Svezia J 

* s Original Premier project 

+ s A flyer introducing 'The Wrap" is signed by Hein as Vice 
President, Packaging Research & Development 

Materials Development 

O'Connor LH...Manager, Materials Development 


Baker K • 

Gentry TL * 

Morris E * 

Straka DC 

BanerjeeCK * 

Graves WM 

Pogrow RM 

ToftHC 

Bradford BP 

Hutcherson RW 

ResceJL * 

White JL 

Carpenter CR 

Johnson DP 

Ridings HT 

Woods DK 

CodyWG 

Lehman RL *+ 

Serageldin MA * 

Young HJ 

Conrad U 

LeonardGE 

ShelarGR * 

CookWR 

Manning CR * 

Smith KW 


* s Original premier project 



+ s Lehman may have left RJR, since new patents show a New Jersey address 

Development 




Shannon MD...Manager, Development 



Clearman JF 

Hauser HA 

Raker ML 

Wiiliams DD 

Fleming WF 

Hayden RF 

Saintsing BL 

Worrell GW 

Frye DR 

Hester BL 

Sink TS 


Furin OP 

Milford EC 

Stewart GM 


Gonzalez-Parra A 

Oglesby RL 

Welch JD 


Greene TB 

Potter DL 

Westmoreland AE 
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Process Technology & Deveiooment 

Pugh DR...Director, Process Technology & Development 


Process R&D 
?...Manager, Process R&D 

Dominguez LM LeBlanc AH Stump F 

LaneWH Seymour SK Wright KJ 


Manufacturi ng Proces? Engineering 
Culp GD...Manager, Manufacturing Process Engineering 
Barnes VB Haberirem RG Martin JR 

Burcham WE Hancock LH Pinkham JR 

French WJ Howard TE Shore JW 

Grubbs RE Huff RG Sides LW 


Process Development 

Baker MN...Program Manager, Process Development 
Mays CD...Program Manager, Process Development 


Brown TW sr 
Butner DC 
Calleson D 
Casstevens MJ 

E = ENGINEER 
Ms MASTER ENGINEER 
P s PRINCIPAL ENGINEER 
SR s SENIOR ENGINEER 


Clark DC E 
Emken RA 
FanierES m 
Holt DL 


Kramer Al 
McArthur CS 
Miller M p 
Niven BF 


Process Engineering 
?...Manager,' Process Engineering 
Bryant BL Heikel RJ 

Coleman D8 + Henderson RM 

Curtis CH Joyce JR 

Foote RA McHone DR 

SR s SENIOR ENGINEER 


Merricks RA sr 
Mitchell JM 
Thomasson JS 
Warren HH 


+ s Coleman allegedly llves/llved In Richmond, Virginia 


Optical Technology 
?...Manager, Optical Technology 
Collett WR Henderson CW 

deMey CF Jarvis CW 

Hawley NH Lassiter WR 


Madding JG 
McConnell BC 
Warren MA 


Stigall JA 
Wilkinson DR 


Stewart JE 
Wagoner MA 
Williard DG 


Williams EL 


Wright DL 
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Administrative & Technical Services 
Hildebolt WM...Vice President, Administrative & Technical Services 


Administrative Services & Aaricuitur ai Sciences 

Hardin BV.,.Director, Administrative Services & Agricultural Sciences 

Safetv/Maintenance Engineering 
?...Manager, Safety/Maintenance Engineering 
Maddrey JG Scott CE 

Personnel Administration 
Clapp S...Manager, Personnel Administration 
Brewer JD Lawson JD 

R&D Administration 
?...Manager, R&D Administration 
Pegram JR 

Agricultural Science 
Davis DL...Manager, Agricultural Science 
BenezetHJ s Huffman BB 

Bowen MR Hutcheson M 

Burchette KS Jones EC 

Helms CW McLawhom L 

M s MASTER SaENTlST 
SsSaENTIST 

SR s SENIOR SaENTtST/COOROINATOR 

Technical Services 

Threatt HC...Director, Technical Services 

Scientific Information 

Ralph RE...Program Manager, Scientific Information 
Burgess L Sizemore NW s 

Chung HS Williams RW s 

S s saENTIST 

Statistics 

?...Manager, Statistics 

Hawley RW a LineWB sr Morgan V\/T s 

A = ASSOCIATE STATISTICIAN 
S s STATISTICIAN 
SR s SENIOR STATISTICIAN 

Computer Applications 

?...Manager, Computer Applications 
Morion MJ s SteichenTJ sr 

sssaomsT 

SR = SENIOR saENTIST 


Miller CR m Rodgers MR 

Mitchem A sr Smeeton BW m 

PeelD Wilson JB 

Reich RC sr 
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R&D Planning 

Wheeler JP...Manager, R&D Planning 
Mansfield CT 

Analytical Services 


Hodge BT...Manager, Analytical Seivices 



Aldridge X 

Rynt PA 

RoweLL 

Wynn WO 

Beard KA 

Hedspeth JS 

Stancill MW 

Coleman WM 

Lynm D 

Vassey JJ 


Dixon CH 

Perfetti PF s 

Warden J t 


Dobbins JT m 

Pugh DD 

Watf<ins MA 



M s MASTER SaENTIST 
SsSaENTIST 
T= TECHNOLOGIST 
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Attachment 2 


20315S9761 


Source: https://www.industrydocuments.ucsf.edu/docs/qhklOOOO 



Brown & Williamson 

rd.bw 

1/20/92 


RESEARCH & DEVELOPMENT DEPARTMENT 

WigandJS 

Vice President, Research & Development 


McMurtrie A 

Director, Product Development 

? 

Director, Research Services 
? 

Director, Technical Services 


Source: https://www.industrydocumehts.ucsf.edu/docs/qhklOOOO 
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Product Development 
McMurtrie A...Director, Product Development 


Blend Development 

Wilson R...Manager, Blend Development 

Adams SM a Allen TL SachlebenLR 

A s ASSOCIATE LEAF BLENDER 

Rlter Development 

St. Charles FK...Manager, Filter Development 

Naslund El 
Reed SP 
Silberstein DA 


Roth DA 
Schoiten DL 


?...Manager, International Product Development 
Frank DM 
Packaging 

Flaherty KA...Manager, Packaging 

Emery CN KunkelL Miller JE 

Huber DJ Lewis T Radley CP 


Heaney R Maccaferri MA 

Jones RL Manecke KA 

Lowe BL McDaniel WM 

Development Center [Pilot Plant] 

Bandy B.,.Manager, Development Center 

Cigarette Design 
?...Manager, Cigarette Design 

Cantrell DV Gonterman RA 

Denier RF Riley KA 

C s DEVELOPMENT CHEMIST 

Internation al Product Development 


Snyder DD 


Sullivan JW 
Tribbey P 
Vester RP 


Zielke MW c 


Tudor TT 
White MB 
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Technical Services 
?...Director, Technical Services 


Product Evaluation 
?...Manager, Product Evaluation 

Brotzge R Dienes W 

Statistics 

Chen PI_Manager, Statistics 

Kirby A LinOC s 

S s STATISTICIAN 

Technicar P rotect Planning 

Golub AJ...Manager, Technical Project Planning 

Cigarette Intelligence 

Ems JL..Manager, Cigarette Intelligence 

Conway WR Hilton DC Miller W 

Technical In formation 

Diesing A...Manager, Technical Information 

Uncoln CS 


Ross D 


Source: https://www.industrydocuments.ucsf.edu/docs/qhklOOOO 






Research Services 
?,..DireGtor, Research Services 


Analytical Methods 

Lauterbach JH...Manager, Analytical Methods 

Alford ED Frank MS Matiella JE r 

Burch T c Lewis PS r Moldoveanu SC r 

C s CHEMIST 
R s RESEARCH CHEMIST 

New Technologies 

Honeycutt RH...Manager, New Technologies 

Adiga KC s Litzinger EF Templeton LK 

Chakraborty BB Reasor BA 

S s SB4IOR RESEARCH CHEMIST 

Microbiology 
?...Manager, Microbiology 

Boyle DM Geiss VL Hill J 

ChM LC Gravely LE Maynor HW 


TangJY 
Walker KM 
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